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Abstract

ABSTRACT
By 2003 the first Irish Public Private Partnership (PPP) projects had
reached the operational stage. Media reports were emerging of
significant differences in the effectiveness of these projects.
This research set out to find a means by which effectiveness of PPPs
could be increased and to develop a model that would assist PPP
practitioners with this task in the future. Through a literature review,
the Irish PPP process was mapped, the changes encountered in the
introduction of PPP were investigated and a conceptual model – based
on a traditional process model - was proposed.
The model was tested by examining the outcomes of two projects and
assessing the effect of participant attitudes on these outcomes. The
projects were analysed in terms of Risk, Value and Innovation, and
three propositions were offered:
•

there were differences in project outcomes;

•

there

were

differences

in

the

attitudes

of

the

project

participants;
•

the attitudes influenced the outcomes.

Using a combination of research methods, the data were gathered
and analysed. The first two propositions were proven for Risk and
Value but not for Innovation. In addressing the third proposition, a
pattern matching exercise was undertaken and a number of findings
were reached. These findings were further tested to establish their
validity, credibility and reliability. The results showed that specific
elements of participant attitudes were found to affect some of the
project outcomes and that these had a significant effect on the overall
success of the project.
The findings showed that PPP conducted as outlined by the conceptual
model would not maximise effectiveness. The model was revised so
that it commenced with analysis of the desired outcomes and
proceeded by working back through the PPP process to define the
inputs necessary for success. Using this information, the model was
refined, making it ready for use by future PPP practitioners.
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CHAPTER 1: INTRODUCTION AND BACKGROUND TO RESEARCH
PROPOSAL
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1.1 INTRODUCTION
This research sets out to develop and verify an analytical model that
will be used to achieve greater effectiveness in future PPP.
This chapter introduces the concept of PPP, defines a number of
further terms, defines the underlying principles and the reasons for
use of PPP, and identifies the changes that are necessary if PPP is to
be effectively used. A short account of the history and development of
PPP is then given, followed by an outline of the context of PPP used in
Ireland and of the relevance of the research at this time. The aim and
objectives of the research topic are then outlined with an initial
research method for each objective identified. The means by which
the emerging model will be refined and validated is outlined. This is
followed by an account of the potential benefits and applicability of
the outcome of the research. The chapter concludes with a summary
of the exclusions, limitations, constraints and reservations that will
apply to this research.

1.1.1 PPP
The concept of PPP is not new - indeed it has been with us for as long
as private funds have been used to provide a facility or service that
can be used by the general public. Consequently, it is sometimes
confused with privatisation and outsourcing of services. However,
service outsourcing differs from PPP in that the service provider has
little if any involvement in decision-making regarding the service to
be provided and the length of the service contract is normally of a
short-term nature. The current policy by Irish Local Authorities of
contracting out of collection of domestic waste is an example of
outsourcing. Privatisation involves a private sector organisation
providing a facility to the public at a price that is set by the market’s
ability to pay for such a service. The government has no involvement
in the provision of such a service unless regulation becomes
necessary (Allan, 1999). An example of a privatised service is the Xray service provided by the Charlemont Clinic in Dublin.
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PPP combines the efforts of the public and private sectors to provide a
facility for use by the public. It is defined as:
“… a combination of resources of the public and private
sectors in the quest for the more efficient service
provision”
(Akintoye et al., 2003);
"…partnerships between the public sector and the private
for the purpose of designing, planning, financing, and
constructing and operation of projects which would be
regarded traditionally has following within their remit of
the public sector”
(Webb and Pulle, 2002);
"...the government and private party working together
under a long term arrangements, whereby payments to
the private sector depend upon its continuing to deliver
the specific services to the agreed performance standards"
(Pierce and Little, 2002);
“… a corporate venture between public and private
sectors, built on expertise of each partner that best meets
the clearly defined public need to the appropriate
application of resource risks and rewards”
(Allan, 1999).
As all of these definitions agree on the nature of PPP, they are all
relevant to this research.

1.1.2 Further Definitions
The Public Sector is defined as:
“The part of an economy in a mixed economy that covers
the activities of the government and local authorities”,
(Pallister and Law, 2006);
“The part of an economy that is controlled by the
Government”,
(2005)(Dictionary.com, accessed 27 February 2007).
For the purpose of this research a Public Sector Facility is defined as a
building, structure or service traditionally provided from government
funding and operated by the public service.
The Private Sector is defined as:
“The parts of the economy not run by the government.”
(Pallister and Law, 2006);
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“The part of the national economy not under direct state
control.”
(Dictionary.com, accessed 27 February 2007).

Organisational Culture is defined as:
“…the values, customs, rituals, and norms shared by all
the members of an organization”
(Pallister and Law, 2006).
Corporate Culture is defined as:
“…the values, beliefs, norms, and traditions within an
organisation that influence the behaviour of its members”
(ibid).
There is a marked difference between the values, norms, and
traditions of the public and private sectors (Hebson et al., 2003). The
Department of the Taoiseach (1996) states that the key goals of the
Irish public sector are concerned with efficient and effective use of
resources to provide excellence in service to the public. This indicates
that public sector workers are motivated by intrinsic rewards, an
observation confirmed by Houston (2000). Houston further observed
that private sector workers are generally more motivated by extrinsic
rewards such as high income than public sector workers.
1.1.3 Types of PPP
There are several types of PPP, each involving the provision of a
public service facility under some combination of design, build,
finance, operate, maintain, lease, own, and/or transfer. Each PPP
involves private resources being used to provide a public service.
Such a service can vary from operation and maintenance contracts
where the facility is totally owned by the public sector but is being
operated and maintained by a private organisation, to a build, operate
and own contract where the private sector organisation builds a public
facility, operates the facility on behalf of the public sector and
continues to own the facility in perpetuity. Table 1.1 summarises the
main types of PPP.
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Description
Operate
and
Maintain
(O&M)

Design &
Build
(D&B)

Build Lease
Transfer
(BLT)
Design
Build
Finance
Operate
(DBFO)

Build
Operate
Transfer
(BOT)

Build Own
Operate
(BOO)

Private sector organisation
(PSO) enters contract to
operate a public sector facility
on behalf of a public sector
organisation over an agreed
period of time.
PSO enters contract to design,
build and provide construction
finance for a public sector
project. Public sector
organisation pays agreed
contract sum on completion of
the construction phase.
Similar to D&B except that the
public sector organisation pays
for the project over a longterm lease.
PSO enters contract to design,
build, finance, and operate a
public sector facility over an
agreed period. PSO recovers its
investment over the contract
period through payments by
the public sector organisation
for services delivered.
PSO enters concession contract
to design, build, finance, and
operate a public sector facility
over an agreed period. PVSO
recovers investment over the
contract period under the prenegotiated contract terms. The
concession period is usually
significantly shorter than the
operating life of the facility.
PSO enters concession contract
to design, build, finance, and
operate a public sector facility
for as long as the economic
operating life of the facility.

Transfer of
title
Remains with
public sector
organisation
for duration
of the
contract
On
completion of
construction

Duration of
Partnership
For duration
of contract

On
completion of
payment of
lease
Remains with
public sector
organisation
for the
duration of
the contract

On transfer
of title

At the end of
the contract
period

On transfer
of title

Remains with
PSO in
perpetuity

For duration
of the
contract

On transfer
of title

For duration
of the
contract

Summarised from
(De Lemos et al., 2003) , (Allen , 1999), (PriceWaterhouse Coopers, 2001), (Seader, 2004)

Table 1.1: Types of Public Private Partnerships
Due to the short duration of these studies, this research will be
limited to the use of PPP in the built environment, in particular to its
application in the construction and operation of educational buildings
in Ireland. However, the model to be developed and verified will be
relevant to the use of PPP in the provision of other public service
facilities.
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1. 2 THE CHANGING ROLES OF THE PUBLIC AND PRIVATE SECTORS UNDER
PPP
PPP is different from other procurement methods in that it changes
the role of the public sector from being a provider of services to being
a procurer of services on behalf of the public. The role of the private
sector partner changes from being a constructor of facilities to being a
service provider (De Lemos et al, 2003). These role changes are
manifested in a the following ways:
•

transfer of risk;

•

value for money;

•

management;

•

innovation.

1.2.1 Transfer of Risk
Under traditional procurement methods, the public sector retains
almost all of the project risk. Under PPP, risks should be transferred
to the party best suited to carrying such risks. To achieve this, it is
essential that all of the risks involved in the project are identified and
that each party is fully aware of the consequences of accepting risk
(HM Treasury, 1995). In PPP, it is generally appropriate to transfer
risks involved in construction and maintenance to the private sector
partner. Where the return on the project is subject to public sector
control, it would not be appropriate to transfer this risk to the private
sector. It must also be borne in mind that services that are critical to
society cannot be allowed to fail and that the public sector will always
retain the ultimate responsibility for the operation of such services
regardless of how the risk is allocated. The collapse of the UK National
Air Traffic Services PPP is an example of how this can occur (Shaoul,
2003).
1.2.2 Value for Money
The government is responsible to the electorate to ensure that they
receive value for money in the provision of public services. If PPP is
chosen as the preferred procurement method, a value for money
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analysis should show that this method would provide better value to
the taxpayer over the duration of the provision of the service. In
Ireland, this analysis is known as the Public Sector Benchmark (PSB)
and is defined as:
“… a comprehensive, detailed, risk adjusted costing of the
project elements using conventional procurement over the
whole life of the project.”
(Department of Finance, 2003)
In the UK this is achieved by using a Public Sector Comparator (PSC),
which establishes costs over the operation of the service both by
standard procurement method and by PPP. Only those that show
better value by using PPP are proposed by using this method. The use
of PSB/PSC now requires the public sector to make judgements based
on life cycle commercial criteria rather than making judgements based
primarily on quality of service. The private sector partner must now
adopt a long-term, whole life-cycle view of the project and must base
some of its decisions of quality of service rather than commercial
factors alone.
1.2.3 Management
Depending on the type of PPP used, the management role of the
public sector partner can be significantly different under a PPP than
under traditional public service provision. Under a design and build
arrangement, the public sector partner will have a lesser input to the
design and a more hands-off role in the monitoring of construction.
Where a PPP includes operation and maintenance phases, the
management of these activities would be carried out by the private
sector partner, with the public sector partner monitoring the
performance of the services being provided. Payment for the service
provided would be dependent on performance reaching specific
agreed levels of satisfaction. This is a significant change in the role
traditionally performed by the public sector. This requires a change in
mindset as the Irish public sector has previously operated on the
basis of direct provision of service based on an annual budget. If the
funds were not there, the service was not provided. Whatever funds
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were available were spent before the end of the year. PPP requires
financial

analysis

on

a

multi-annual

basis,

thereby

requiring

acquisition of further financial management skills and any further
skills that are necessary to monitor the performance of the service
provider.
Construction activity is cyclical as it is closely linked to the
performance of the economy. PPP spreads the income of private
sector organisations over a much longer time scale thereby requiring
construction companies to adjust their strategic planning to a longer
cycle. As most of the large Irish construction companies are managed
by engineers, many of whom excelled in the short-term environment
of construction projects, the requirement for longer corporate
planning cycles will also require a change in mindset in the private
sector (Gunnigan, 1999). Involvement in PPP will require much closer
working relationships with financiers and facilities management
organisations resulting in the need to develop long-term financial
management and programme management skills (Gunnigan and Orr,
1998).
1.2.4 Innovation
There is a widely held view that private sector involvement in public
service provision will prompt the use of innovation in construction in a
bid to maximise the financial return over the whole-life cycle of the
project (Chi et al., (2003), Domberger & Jensen (1997)). Such
innovation might be introduced to:
•

reduce construction time, realising savings in construction
overheads whilst bringing the facility into use earlier thereby
achieving early generation of income;

•

reduce operation and maintenance costs;

•

maximise further opportunities for use of the facility thereby
generating extra future income.

In introducing innovation, the private sector partner must be
prepared to think of the project as a long-term business venture
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rather than a short-term project as would be the case under the
traditional means of procurement. The public sector partner, who
under traditional procurement procedures, would have tight control of
the design and construction of the project must now accept a much
more “hands-off” role. This will require a significant change in
mindset for the public sector project teams. It will also bring into
question the current practice whereby individual public sector staff
manage traditional projects and PPP projects concurrently.
1.2.5 Reasons for using PPP
One of the primary reasons for using PPP is to utilise the private
sector’s culture of enterprise in the provision of public services.
Through the involvement of the private sector, it is generally
anticipated that services could be provided in a more efficient means
than would have been possible through public sector alone. However,
to establish the range of drivers that lead to PPP being considered as
a service procurement route, the rationale of PPP use will be
subjected to a brief analysis using the SLEEPT methodology that has
been created by the Centre for Risk Management Research at the
University of Salford.
The SLEEPT framework represents a series of systems or sub-systems
under the headings of:
•

Social;

•

Legal;

•

Economic;

•

Environmental;

•

Political;

•

Technological.

1.2.6 Social
The efficient provision and maintenance of public services is of
importance to the public. The provision of such services under PPP is
seen as a means of ensuring that high quality services are available
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over an extended period of time. Governments that introduce PPP
express the general belief that the private sector’s involvement will
lead to better quality services, delivered earlier and for a lower cost
than under traditional public sector procurement, e.g. Government of
Hong Kong Special Administrative Region (2003). Opponents of PPP
point to potential loss of public sector employment (Ruane, 2000) and
a potential erosion of public service values (Robertson and Acar,
1999). Hebson et al., (2003) also state the view that the quality of
service provided is only as good as the quality of the contract and
ability of the legal representatives of the partners to argue the
contents of the contract.
1.2.7 Legal
As with other procurement methods, PPP relies on legal contracts to
ensure that the roles and obligations of both the public and private
sector partners are clearly defined. PPP is further complicated by the
need for further legal agreements between the parties that make up
the private sector partner organisation. These parties would typically
include a financier, a design practice, a construction company and a
facilities management company. These organisations, along with
whatever other organisations deemed necessary to carry out the
entire project, form a consortium that becomes a legal entity in its
own right for the duration of the PPP. As some PPPs can be in
existence for up to 30 years, a considerable amount of legal work is
necessary to form such consortia. Some of the main criticisms of the
PPP process point to the length of the procurement process and the
variety of contracts in different sectors. The second review of the
Private Finance Initiative (PFI) by Sir Malcolm Bates (1999) called for
standardisation of documentation as a means to shortening the
procurement process.
1.2.8 Economic
For the public sector, the use of PPP usually involves a change from
initial

short-term

capital

expenditure

to

long-term

current

expenditure. For example, the construction of a hospital may have an
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initial

capital

cost

of

several

million

Euro

under

traditional

procurement. Further costs would arise each year to cover the
maintenance of the hospital. Using PPP, the private sector may bear
the initial capital costs and on-going maintenance costs in return for
agreed annual payments from the public purse for the provision of the
hospital. Some such arrangements have been agreed for periods of up
to 30 years.
For the private sector, PPP requires involvement with a project for an
extended period beyond the construction phase. Whilst this provides a
long-term income stream for the private sector partner, it increases
the risk to which the private sector organisation is exposed and such
risk can have a bearing on the cost of the project. In order to reduce
the costs attributable to risk, it is essential that each risk is clearly
identified and is placed with the party best placed to bear such risk.
Under the Eurostat (2004) guidelines, a government is allowed to
declare PPPs as non-government assets provided the private partner
bears the construction risk, and at least one of either availability risk
or demand risk. Availability relates to the private sector partner
making available the facility or service that it is contracted to provide.
Demand relates to the shifts in demand for the service over which the
private sector partner does not have the ability to exercise control. If
the construction risk is borne by government, or if the private partner
bears only the construction risk and no other risks, the assets are
classified as government assets. For governments seeking to comply
with the Maastricht regulations, set out in the Manual on Government
Debt and Deficit (ESA 95, 1995), the ability to keep payments to PPPs
“off balance sheet”, allows greater flexibility in use of PPP as a
mechanism for promoting infrastructural development.
Additional costs arising from the lengthy procurement process, up to
4% of capital costs, according to Dix (1999) must be taken into
account when PPP is being chosen as a procurement route. Webb and
Pulle (2002) cite both sides of the argument as to whether or not the
cost of private sector borrowing is higher than public sector borrowing
and whether or not this has an effect on the cost of a PPP. Pierce and
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Little (2002) state that the risk of the project itself determines the
real cost of finance as the taxpayers’ funding of cost overruns, delays,
etc., are not priced into a government’s borrowing rate.
The key economic issue in PPP is that it should represent better value
to the public and it has been reported in the UK that PSC analysis
shows an average percentage of 17% better value through the use of
PFI (Arthur Anderson and Enterprise LSE., 2000). However, the
governments of a number of countries now consider further factors in
the value appraisal. The Australian states of New South Wales and
Victoria

are

assessed

effectiveness,

impact

under
on

public

interest

stakeholders,

criteria

accountability,

such

as

consumer

rights, etc (Webb and Pulle, 2002). Ireland’s Local Authorities carry
out a PPP Assessment Report which includes a significant level of
stakeholder consultation along with issues that impact on project
delivery and the development of approaches to deal with such issues
(Department of Environment Heritage and Local Government, 2003).
1.2.9 Environmental
In Ireland, as in most developed countries, environmental issues are
now a major factor in infrastructural development. The targets set by
EU

waste

management

directives

show

that

Ireland’s

waste

management systems are outdated and are in urgent need of
development. A national waste management strategy has been
developed and is gradually being implemented on a countrywide
basis. Considerable investment is needed to implement the strategy
and, it is becoming increasingly apparent that significant private
sector investment will be required to achieve the targets set out in the
strategy. Consequently, the Department of Environment, Heritage and
Local Government has embarked on a programme of projects
designed to bring Ireland’s waste management into line with that
required under EU directives. As the provision of waste management
facilities can require significant initial financial investment, it is
expected that Ireland’s waste management needs will become a
significant driver of Ireland’s PPP programme.

12

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 1

1.2.10 Political
There are three ways in which a public service can be provided. It can
be provided directly by the public sector (traditional public service
delivery), provided directly for a profit by the private sector
(privatisation) or by PPP (the third way – Gerrard, 2001). The use of
private finance to

provide

public services would generally be

considered a right wing policy, as it has been associated with
privatisation. However, PPP is different from privatisation in that the
public sector retains the overall responsibility for service delivery.
Politically, this is an easier policy for centre-left governments to
adopt, hence the ease with which the New Labour UK government
was able to continue and expand the use of PFI, introduced by the
previous right wing Conservative government.
PPP is politically attractive in that most governments have a term of
not more than five years in office and the creation of a significant PPP
programme can be achieved in that time. With a payback period of 20
to 30 years, a government can get credit now for services that the
public will be paying for over the following decades.
1.2.11 Technological
Technology changes now occur at an increasing pace and the private
sector is in a constant state of change in order to maximise potential
gains

that

become

possible

through

the

application

of

new

technology. Such a level of change is not traditionally associated with
the public sector and consequently technological developments would
not have immediate consequences for the level of service provided
through the public sector. The collaboration of the public and private
sectors in a PPP brings about the possibility of gains from new
technology as the private sector partner would seek out and apply
any advantage that such development would bring.
1.3 HISTORY OF PPP
Whilst PPP has been in existence in one form or another for several
hundred years, it is in the past decade that it has begun to increase
hugely as a means of procuring public services. It is estimated that
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almost 3000 such projects with a value in excess of US$887 billion
entered the planning phase between 1995 and 2004 with 53% of
these projects reaching their operational phase by the end of that
period (Aecom Consult Team, 2005). The following is a brief summary
of PPP activity worldwide.
1.3.1 North America
Most of the major railways in the United States were originally built
with private finance in the nineteenth century, under an agreement
with the federal government who provided leases for the land on
which the railroad was built and decided the route that the railroad
was to take (National Council for Public-Private Partnerships, 2003). A
considerable portion of America’s transport infrastructure in the early
decades of the 1900s was provided by the private sector under
financial agreements with the federal government. This situation
changed dramatically in the 1930s when many of the private sector
organisations providing the services went bankrupt following the Wall
Street crash. In the following years and through World War 2,
America’s philosophy for providing public sector services changed in
that such services were now provided directly from the public purse.
This policy continued until the Reagan administration came to power
in the 1980s and a clear policy of private sector involvement in public
service provision returned. America now has an extensive program of
PPPs in such areas as transport, prisons, schools, water/wastewater,
provision of government buildings and science & technology (HDR,
2005). PPPs were initially introduced in Canada through a number of
roads, airports and schools being provided under the PPP method
(Allan, 1999). The PPP programme continues to expand with projects
now underway in health, educational facilities, highways, bridges, rail,
power, water and driver education (Richmond, 2006).
1.3.2 Australasia
Due to the political structure of Australia, different states have slightly
different processes for the introduction of PPP (Snelson, 2006). PPPs
were initially popular in provision of transport (Webb & Pulle, 2002)
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but have now expanded into such sectors as water and health
(Snelson, 2006). However, many of the projects in Australia are
promoted through state sponsorship rather than federal sponsorship
and the three states currently the leading the way in Australian PPP
are New South Wales, Queensland and Victoria. Up to 2002,
approximately $A17 billion had been invested in PPP in Australia
(English and Guthrie, 2003). Whilst accurate figures are difficult to
establish, the level of PPP activity evident by 2006 indicates that this
figure has increased substantially. Due to a lack of recent investment
in infrastructure, PPP is also beginning to gain popularity in New
Zealand as a means by which the infrastructure can be improved
(Newberry and Pallot, 2003).
1.3.3 South Africa/Pacific Rim
South Africa began a programme of PPP in September 2003 with the
signature of twenty PPPs in areas of transport, waste water and
sanitation,

prisons,

health,

government

accommodation

and

information technology (Allchorne, 2003a). By the end of 2004, 52
PPP projects were underway (National Treasury PPP Unit, 2004) Hong
Kong also entered the PPP market in 2003 and has released its first
PPP

projects

mostly

in

transport

and

waste

management

(Kumaraswamy and Morris, 2002). A significant PPP programme is
planned. Japan began its PPP program in 1999 and by 2003 was
releasing an annual total project portfolio valued at almost 200 billion
yen onto the domestic PPP market (Japan PFI Association, 2003).
Taiwan introduced PPP in 2002 and is currently planning a range of
projects. Six major projects commenced in 2003 (Allchorne, 2003a).
1.3.4 Europe
Button (2006) summarises the extent of European PPP use to date
(Table 1.2). Current European PPP activity varies across different
countries, but roads projects are the most popular choice for PPP,
followed by health and education projects.
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Table 1.2: Sectoral PPP Analysis by European Country
(Button, 2006)

Government accommodation, water/waste water and rail projects
comprise the majority of remaining projects with a variety of projects
evident in diverse sectors such as prisons, housing, sports/leisure,
defence, ports and IT.
Since the launch of PFI in 1992, the United Kingdom has become the
undisputed world leader in the use of PPP, with in excess of 667
projects reaching close by 2004 (Eaton, 2006). By the end of 2006,
some commentators were stating that the number of PFI projects
signed in the UK had now reached 835 (International Project Finance
Association, 2007). Regardless of the actual number of projects, the
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experience of the UK has resulted in the development of the most
comprehensive mechanisms available for the setting up and delivering
PPP. PPP has become increasingly popular as a procurement method
in Italy, Ireland and Portugal with several projects at the operational
stage in these countries. The German PPP market continues to build
having recovered from the crisis of confidence in PPP attributable
primarily to the negative publicity following the collapse of the Toll
Collect motorway-tolling project. (Allchorne, 2003b). PPP use is
continuing to become established in other European countries and is
likely to expand particularly in the countries that joined the EU in
recent years.
1.4 DEFINING THE IRISH CONTEXT
Whilst PPP was used on a small scale in the early 1990s in Ireland, for
example the provision and management of the Eastlink and Westlink
toll bridges in Dublin, its use was not common in Ireland until it was
adopted as a central part of government policy in achieving the
targets

set

in

the

National

Development

Plan

2000

–

2006

(Department of Finance, 1999). Between 1994 and 1996, the output
of Ireland’s construction industry had grown by more than 40%, with
a further 11% growth in 1997, aided by significant contributions from
the EU Structural and Cohesion Funds (Gunnigan & Orr, 1998).
However, continued receipt of the existing levels of contribution from
the EU Structural Fund was dependent on retention of “Objective One”
status which was assigned to the EU's poorest regions - those with
less than 75 per cent of the EU average per capita GDP. EU Cohesion
funding was available to states with less than 90% average of EU percapita GNP and as Ireland’s average had risen above that figure by
1998, the contributions from the EU were going to decrease and
eventually stop over the following years.
In 1998, the Irish Business and Employers Confederation (IBEC) and
the Construction Industry Federation (CIF) presented a strong case
for the introduction of PPP as a means of raising the finance necessary
for the development of Ireland’s infrastructure (Reeves, 2003). A
report commissioned by IBEC (Fitzpatrick and Associates, 1998)
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confirmed that an investment of €18 billion would be required from
2000 to 2006 to bring Ireland’s infrastructure up to the required
standards. In early 1999, a pilot programme of eight PPP projects was
announced. This programme would involve a significant financial input
from the private sector and included projects in education, public
transport, roads and waste treatment. In late 1999, the government
further strengthened its commitment to PPP with the publication of
the National Development Plan 2000-2006. This plan outlined a
blueprint for infrastructural development and set clear minimum
targets for private financial input. By 2001, PriceWaterhouse Coopers
(2001) estimated that €13 billion worth of projects would be procured
by PPP between 2001 and 2006. By November 2006, nine projects
had reached the operational phase, eight were in construction, twenty
seven were in procurement and a further seventeen were in preprocurement (Central PPP Unit, 2006) These projects span such
sectors as education, roads, solid waste, public transport, water
services, housing, car testing, courts service and driver testing.
1.5 RESEARCH ISSUE
1.5.1 Defining the Issue
The literature consistently highlights the need for organisational
change brought about by the introduction of PPP. The following is a
small sample of such literature:
De Lemos et al., (2003) highlights the profound need for change in
both the public and private sectors in the introduction of PPP and
states that the need to adapt to new methods is vital to success;
PriceWaterhouse Coopers (2001) proposed several organisational
changes required in the structure of the Irish approach if the PPP
programme was to move from the mobilisation phase to the
programme expansion phase. Many of these impact directly on the
existing organisational culture;
Gallimore et al., (1997) in researching perceptions of risk in PFI,
highlight the differences between the public and private sectors. They
suggest that public sector managers are cocooned in a culture of
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“rules not deals” whilst private sector culture is one of “deals not
rules” and that these opposing cultural positions are a major inhibitor
to the development of PFI;
Akintoye et al., (2003) in discussing the adoption of a Best Value
approach in PFI, states that the achievement of change in the public
sector is a gradual, long-term process. These conclusions are widely
echoed in other articles that show the slow pace of change in the
public sector is not appropriate to the pace of change needed in the
introduction of PPP;
Fiscbacher and Beaumont (2003) raise the issue of stakeholder
involvement in PPP/PFI and states that these procurement methods
require a higher level of involvement of all stakeholders throughout all
stages of the project. Clearly this would require significant change as
traditional

project

procurement

methods

allow

only

limited

stakeholder involvement in the provision of public service facilities;
Hebson et al., (2003) raise the issue of ethos of public sector workers
and how this affects the level of service provided. They put forward
the view that private sector workers have a different ethos and that
PPP could therefore lead to a lower quality service being provided.
This argument highlights the need for the private sector to fully
understand the nature of the service being provided – an issue that
would not be as relevant under traditional procurement.
A summary of the available literature identifies the following PPPrelated issues as drivers of organisational change in the public sector:
•

the requirement to make judgements based on commercial
factors rather than purely on quality of service (De Lemos et
al., 2003);

•

the organisational issues arising from moving from service
provision to service procurement. For example, the need to let
go of the “ownership” of public services and to develop a
“hands-off” approach to the procurement of these services by
concentrating on the output (the service to be provided) rather
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than the inputs (the assets or buildings to be constructed in
order to provide the service (Forrer et al., 2002).
PPP issues driving organisational change in the private sector include:
•

the

need

to

become

a

service

provider

rather

than

concentrating solely on the business of construction (De Lemos
et al., 2003);
•

the change in the nature of risk between traditional projects
and PPP projects (Mawji, 2004);

•

the need to understand the nature of the services to be
provided and the ongoing requirement for the quality of such
services (Hebson et al., 2003).

1.5.2 Aim of the Research
The aim of this research is to develop and verify an analytical model
which will be used to achieve greater effectiveness in future PPP
projects.
1.5.3 Importance of the Issue
By the late 1990s, it had become clear that a new model was required
for funding public projects in Ireland. The model that has emerged is
PPP. It was assumed that that PPP would deliver projects in shorter
time spans, minimise cost overruns and reduce the level of risk
carried by the public sector. The reality, however, has been somewhat
different. Long delays in the pre-contract stage have led to spiralling
costs and increased time scales (e.g. LUAS light rail system and the
Dublin Metro), whilst some PPP projects have been completed ahead
of time and within budget (e.g. the National Maritime College of
Ireland).
PPPs have been used successfully in a variety of countries for
decades. There is no doubt that each country would have experienced
and gradually overcome at least some of the difficulties in introducing
PPP. Due to its urgent need to provide new public service facilities,
Ireland cannot afford the luxury of gradually learning from its
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mistakes. There is an urgent need to develop a model that will
identify potential difficulties at an early stage so that all parties
concerned quickly become attuned to the specific approaches that are
necessary for a successful PPP.
Clearly, the introduction of a new method of operation will require
organisational change. In the introduction of PPP, the literature
consistently points to instances where adequate levels of change have
not occurred. Using one project type, the proposed research will
identify and analyse the specific difficulties that could occur and the
issues that must be addressed if a PPP project is to run smoothly. This
will result in establishing the inputs to the project process in a PPP. A
framework for an analytical model linking the inputs to project
outcomes will be proposed. Following this, a number of projects will
be examined to establish specific project outcomes that have arisen.
By tracking a key input through the project and testing its validity as
a cause of specific project outcomes, the conceptual model will be
tested and its practicality will be assessed. Refinement of the model
will take place though further testing of the research findings.

The

model will be made available to the public and private sectors and will
be used to reduce the effort required to identify and avoid potential
difficulties in future PPPs.
Whilst the model will be developed for one specific project type, it is
the intention of the author that the principles used in the development
of the model will be applicable in the adaptation of the model to other
types of PPP projects. The following section outlines the specific
objectives of the research, the research tools to be used and an
outline of the work plan that relates to each objective.
1.5.4 Outline Research Method
An outline of the approach that will be taken to this research is
presented in Table 1.3. This table outlines the research objectives, the
research tools to be used in addressing these objectives and the work
plan identifying the tasks to be undertaken.
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Objective
1. Develop an
understanding of the
differences between
the roles of the
participants in
traditional projects and
PPP projects
2. Carry out a critical
appraisal of the use to
date of PPP/PFI in the
provision of
educational facilities in
Ireland and the UK
3. Establish the
challenges facing the
key participants within
the Contracting
Authority and the PSO
in a schools PPP/PFI
4. Establish a means by
which these challenges
can be addressed

5. Propose a conceptual
model to be used as a
basis for further
investigation of a
means of improving
effectiveness of PPP
6. Develop a research
strategy to test the
model

Research Tools
Review of government
published PPP guidelines
and informal interviews
with key public and private
sector personnel

Outputs required
Understanding of the
differences between the
roles of the participants
in the different routes

Review of refereed journal
articles, reports and
information available of
government websites in
Ireland and the UK

Summary of the issues
arising in the provision
of educational facilities
through PPP

Follows from the
establishment of the
difference in roles. Carried
out through a review of
text books refereed journal
articles and published
reports
Review of literature from
the wider PPP field and
from the field of
organisational behaviour

Will define the
challenges to be
addressed if greater
effectiveness of PPP is to
be achieved

Attendance at seminars
that were being held to
gather the experiences
from the PPP pilot
programme.

7. Carry out field
research which will
test the model

Desk research on
development of research
strategies. Pre test of
research tool
Data gathering tool, data
processing and analysis
procedures.

8. Refine the model into
an analytical tool that
will be used to
increase the
effectiveness of PPP

Further testing to establish
validity, reliability,
credibility and
transferability of the
findings

Clear understanding of
the challenges. Have
gained enough
knowledge to propose a
conceptual model
The conceptual model
that will be used to test
the relationship between
project inputs and
project outcomes
Clear strategy, tested
and refined research tool

Public and private sector
data from PPPs that have
reached operational
stage gathered and
analysed
Clear results showing the
level to which the
accuracy of the model
can be relied upon

Table 1.3: Objectives, Research Tools and Outputs Required
Under objective 1, a literature review would be conducted using the
online facilities of the University of Salford and of the Dublin Institute
of Technology (DIT). The purpose of the literature review was to
summarise the research to date on requirements for organisational
change brought about by the introduction of PPP/PFI. Using key word
searches, refereed articles would be sought and downloaded where
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possible. Details of key points of each article would be recorded and
filed. Relevant issues would be noted and used as a basis for finalising
the issues to be investigated later in the research. Further means of
assembling the relevant background material included the preparation
and delivery of a paper for a conference in construction procurement.
This

was

planned

to

establish

contact

with

academics

and

professionals who would be up to date on the emerging issues in this
field of knowledge.
In order to prepare this paper, extensive reading on the current PPP
process was conducted and a list of new tasks required of public and
private

sector

project

participants

was

compiled.

Contact

was

established with a participant from the Water Services Board in the
Department of Environment, Heritage and Local Government and with
the PPP Manager of John Sisk & Son Ltd Ireland’s largest construction
company. Both were interviewed during mid 2004, using a semistructured interview where each participant was led through the
stages of the PPP process and asked to comment on the changes that
had occurred in the way the work of procurement and project
management was carried out in the move to PPP. Further questioning
established the areas where changes in work practices had occurred
and the actions that the sectors had taken to cope with the changes.
The paper was delivered at the W92 Conference in Las Vegas in
February 2005 (Gunnigan & Eaton, 2005).
Objective 2 would begin the process of narrowing the field of study
and establishing the specific research questions that would be
addressed in this work. As the only PPPs in Ireland that were
operational at this stage of the research were those relating to the
provision of educational buildings, the study of these PPPs was an
obvious choice. In addition, at the outset of this research, the DIT
was in the initial planning stages of one of the largest ever campus
relocation projects ever undertaken. Consequently, the issue of PPP
for provision of education facilities was under examination both by the
public and private sectors at the time. As this resulted in greater
accessibility to key PPP practitioners in the field of provision of
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educational facilities throughout the period of this research, the study
of existing PPPs in this field was particularly timely.
Following from the establishment of the issues concerning use of PPP
for provision of educational facilities, addressing objective 3 would
establish the challenges that were facing the project participants in
both public and private sectors.
Objective 4 would establish the issues to be resolved in addressing
these challenges and this would require the adoption of a wider
perspective to include knowledge from the fields of human behaviour
and of organisational psychology. It was only after these four
objectives had been met that an understanding would have reached
the stage where the work on objective 5 could be addressed – namely
the expression of the current PPP process in the form of a conceptual
model. This model would then be used as a basis for further
investigation of a means of improving effectiveness of PPP on future
projects. At that time in the research process, the initial Irish PPP pilot
programme was coming to an end and a number of seminars were
being held throughout Ireland to summarise the experience and
lessons learned. Attendance at these seminars would deepen the
understanding of the relevant issues and continue the development of
a circle of contacts comprising specific individuals who would later be
approached to participate in the research.
This would conclude the first main part of the research. As shown in
Figure 1.1, there are two distinct parts to this research. Up to this
point it would have been mainly of an exploratory nature, whereas
the second part would take a deeper nature, defining a specific area
around which detailed field work would be conducted, extensive
amounts of data would be generated, in-depth analysis would be
conducted and rigorous testing of the emerging findings would take
place. Objective 6 was concerned with mapping out and detailed
planning of this process.
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Objective 7 was to carry out the planned fieldwork, the analysis and
the testing of the findings, whilst objective 8 was to refine the model
so that it could be used by practitioners to increase the effectiveness
of future PPP.

Chapter 1

PART 2- Primary Research

PART 1 - Exploratory Research

Background

Objective 1
Develop an understanding of the differences
between the roles of the participants in
traditional projects and PPP projects

Objective 2
Carry out a critical appraisal of the use to
date of PPP/PFI in the provision of
educational facilities in Ireland and the UK

Objective 3
Establish the challenges facing the key
participants within the Contracting Authority
and the PSO in a schools PPP/PFI

Objective 4
Establish a means by which these challenges
can be addressed

Chapter 2

Chapter 3

Chapter 4

Chapter 5

Objective 5
Propose a conceptual model to be used as a
basis for further investigation of a means of
improving effectiveness of PPP

Chapter 6

Objective 6
Develop a research strategy to test the
model

Chapter 7

Objective 7
Carry out field research which will test the
model
Objective 8
Refine the model into an analytical tool that
will be used to increase the effectiveness of
PPP

Chapter 8
Chapter 9

Chapter 10

Chapter 11

Conclusion

Figure 1.1: Research Structure
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1.6 POTENTIAL BENEFITS AND APPLICABILITY OF THIS RESEARCH
The

potential

summarised

benefits

with

and

reference

applicability
to

each

of

this

stakeholder

research

are

group.

The

stakeholders considered are:
•

sponsoring authorities;

•

providers of the public service facility;

•

staff working in the facility;

•

users of the service;

•

stakeholders of future projects.

1.6.1 Sponsoring Authorities
The research will provide a mechanism for early identification of the
inputs necessary for the efficient and effective use of PPP. With this
information available at an early stage, the management of the
sponsoring authority can take the appropriate steps to bring about the
necessary change in advance of embarking on the PPP. As more
private sector organisations become involved in a number of PPPs,
they quickly build expertise in the issues that must be addressed. A
public sector sponsoring authority that has limited prior knowledge of
PPP would be at an immediate disadvantage in this situation.
Application by the sponsoring authority of the model proposed in this
research could eliminate this disadvantage thereby resulting in more
effective use of public funds. More effective use of PPP by sponsoring
authorities should also result in shorter procurement cycles, again
saving public funds.
1.6.2 Providers of the Public Service Facility
Similar benefits will apply to the private sector partners who will now
take on the role of service providers. A key outcome of this research
will be the public sector employees’ perception of the need for change
in the private sector. The application of the model should make each
stakeholder aware of the issues that prevent themselves and other
partners from performing to the maximum benefit of the entire
partnership. Such awareness should bring greater effectiveness in the
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delivery of services and shorter procurement cycles, both resulting in
reduction in costs. Application of the model in the private sector
should highlight all of the skills required to put together a successful
team for the entire duration of the project, thereby ensuring that the
aims of all partners are accommodated.
1.6.3 Public Sector Staff who work in the Facility
The role of these people in identifying issues that may arise is critical
to the success of any project. The nature of a PPP requires both the
public sector sponsors of the project and the private sector providers
to develop a clear understanding, at a very early stage, of the needs
of those employed in the facility to provide the public service. The
preparation of the Output Specification will capture most of the issues
involving staff needs.
1.6.4 Users of the Public Service Facility
These include the students of the school and others in the locality that
make use of the facility for whatever purpose. This research will have
implications for the effectiveness of the provision of such facilities in
the future. It will also have potential implications for the incorporation
of innovative features through increased stakeholder involvement at
an early stage in the PPP.
1.6.5 Stakeholders on future projects
Possibly the most significant benefit will be the illustration of the
means by which change can be anticipated and managed when the
PPP route is chosen to provide a public sector facility. Future
stakeholders will have a model that will assist in planning the
avoidance of the difficulties that arise in the introduction of PPP and
thereby maximise the effectiveness of PPP as a means to provide the
facility. It will also highlight the opportunity to incorporate innovation
and creativity into the design of the public sector facility.
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1.7 EXCLUSIONS, LIMITATIONS, CONSTRAINTS, RESERVATIONS
1.7.1 Exclusions
This research will concentrate on the development and verification of
a model that will be used to increase efficiency and effectiveness of
PPP. Whilst it will investigate the use of PPP to date in Ireland, this
will only be done in terms of providing a background to the research
problem. In gathering data, the research will concentrate on PPP
projects concerned with the provision of educational facilities. It is not
intended to provide in-depth investigation into other PPPs such as
large-scale

infrastructural

works,

health

sector

facilities,

social

housing, water supply, and wastewater facilities. The intention,
however, is that the principles of the use of the model would be
applicable to these sectors and that such application would be the
subject of future research. These applications will be discussed within
the conclusions.
1.7.2 Limitations
Of the Irish PPPs that have reached operational stage, the educational
buildings projects have been chosen as they provide the access
necessary to gather extent of data required to develop the model. It
is also noted that such projects have also been carried out in other
countries using PPP and are in operation for a longer period. This
would provide further research material from which trends could be
established and the emerging issues for Ireland could be identified.
In Ireland, the need for replacement of school buildings is a constant
election issue – thereby ensuring that there is potential for several
PPP type schools projects in Ireland in the medium to long term.
However, one of the primary limitations on this research is that these
projects are the only ones of their type in Ireland that have reached
the operational stage at present. This will necessitate the examination
of data from PFI schools projects in the UK and PPP schools built
elsewhere.
1.7.3 Constraints
The extent of the research to be carried out is constrained by the time
allowed. An overall time of 3 years is allocated to complete the
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research. This includes the writing up period. This will restrict the
extent of the research, in particular the research-gathering phase.
This phase will require a considerable amount of countrywide travel as
the facilities that are the subject of this research are situated in
different parts of the country, some being 200 miles apart. The
private sector organisation that runs one of the projects is based in
the UK. A concise research plan will be required to overcome this
difficulty.
1.7.4 Reservations
Reservations

must

be

expressed

regarding

the

shortage

of

independent research that has been done on Irish PPPs. The literature
available consists of a very small number of refereed papers, a
number of commissioned reports and a number of other documents
produced by the Government. Most of the reports have also been
commissioned

by

the

Government,

though

some

have

been

commissioned by the private sector. With such reports, there is a
sometimes

a

tendency

towards

proving

a

case

rather

than

investigating the circumstances and drawing independent conclusions.
Consequently, the independence of such reports can be open to
question. It therefore becomes necessary to rely somewhat on the
considerable amount of research that exists on PPP/PFI in the UK and
in other countries. However, the findings of such research may not be
a

precise

match

for

Ireland’s

circumstances,

due

to

national

differences in size, culture, population, economics and level of
infrastructural development.
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CHAPTER 2: REVIEW OF THE ROLES OF THE PARTICIPANTS IN
TRADITIONAL PROJECTS AND PPP PROJECTS
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2.1 INTRODUCTION
The objective of this chapter is to carry out an examination and
critical appraisal of the traditional and PPP procurements routes,
thereby developing an understanding of the differences between the
roles of the participants in the routes.
To achieve this objective it will be necessary to develop an insight
into the stages of both procurement routes. The PPP route to be
chosen is the Design, Build, Finance and Operate (DBFO) contract as
this is the only form of contract used to date on schools PPPs in
Ireland (Comptroller and Auditor General, 2004). The traditional route
will be documented from the literature made available by the Planning
and Building Unit (PBU) of the Department of Education and Science
(DOES) in Ireland. Once the specific stages of each route are
established, an analysis of the literature will be carried out to
establish the roles of the participants. The key outcome therefore, in
achieving this objective is to document the project stages and the
tasks undertaken at each stage. The information required to achieve
these outcomes will be sourced from books, reports, guidance
documents and articles on PPP, project management & PFI.
In accordance with the guidelines of the DOES, educational buildings
are

provided

through

traditional procurement

by

the

relevant

educational authority (i.e. the school management board, the
Vocational Education Committee or the DOES) entering a contract
with the consultants and contractor necessary to construct the
required

building.

Under

a

DBFO

contract,

a

Private

Sector

Organisation (PSO) enters contract with the DOES to provide and
operate a school building over an agreed period. The PSO recovers its
investment over the contract period through payments by the DOES
for services delivered.
The project stages, outlined in Figure 2.1 below, are as defined in PPP
Guidance

Notes

Government

1-15

2000a-o),

(Department
the

2004

of

Environment

Schools

Building

&

Local

Programme

Department (Department of Education and Science, 2003b) and the
revised Government PPP Procurement guidelines (Department of
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Environment Heritage and Local Government, 2006). Each project
stage is briefly outlined and is followed by a commentary which
identifies the tasks undertaken at each stage.

Project Identification

Managed by
DOES

Managed by Centre of Expertise in
Procurement

Managed
by DOES

PPP

TRADITIONAL PROCUREMENT

Detailed Appraisal

Site Suitability, briefing & site report
Outline Sketch Scheme

Statutory Process
Developed
Sketch Scheme

Detailed Design,
Bill of Quantities

Pre-procurement
Tender Action & Report
Procurement
Post Contract Cost Control
Construction
Practical completion,
handover of building,
Final Account

Operation

Operation and maintenance
Review

Figure 2.1: The Project Process
(summarised from Department of Environment & Local Government (2000a), DOES
(2003) and DEHLG(2006))

The commentary is informed by previous research by the author in
this area (Gunnigan and Eaton, 2005). The section concludes with a
commentary on the process difference on the DOES and PSO in the
use of PPP in the procurement of school buildings. The sections follow
the stages of the PPP project process (Figure 2.1) – comparisons with
the traditional procurement stages are made within each section.

2.2 PROJECT IDENTIFICATION
Proposals for the provision of new school buildings normally originate
from the managing authority of a school or from a local development
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group that identifies the need through the local development plan
(Department of Environment & Local Government, 2000b). In the
case of both procurement routes, the proposal is submitted to the
Planning & Building Unit (PBU) of the DOES, the procedure for which
is available on the DOES website (www.education.ie). Using the
criteria established in the Commission on School Accommodation
Reports (1998, 2001a, 2001b, 2002), the New Schools Advisory
Committee of the PBU carries out an assessment of the need for the
school, by considering the demographics of the school catchment
area, proposed curriculum, and existing accommodation.
At this stage, there is no difference between the PPP route and the
traditional route, as an initial assessment for potential PPP suitability
is now a requirement for all public projects in the Republic of Ireland
(Department of Environment Heritage and Local Government, 2003).
Carrying out this task involves conducting informal market soundings,
through a number of meetings with the private sector. It is likely that
a PPP for a single school may not attract sufficient interest from the
private sector, so a number of schools may be presented as a bundle
to

form

a

single

PPP

(Department

of

Environment

&

Local

Government, 2000b).
All Irish government departments use consultants with PPP expertise
to fully brief the department staff involved in the meetings (Gunnigan
& Eaton, 2005). A number of private sector organisations, such as the
Construction

Industry

Federation

(CIF),

have

within

their

membership, a number of individuals who have expertise in a range
of project types including PPP. Consequently, the private sector has
increasingly less difficulty in providing individuals to participate in the
informal soundings procedure.
On completion of the Project Identification stage, there is normally a
strong indication of whether or not a project will be procured under
traditional means or by PPP. At this stage, the National Development
Finance Agency (NDFA) makes a recommendation to the Department
of Finance as to whether or not the Project should proceed as a PPP
(Department of Environment Heritage and Local Government, 2005).
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On receipt of the decision to proceed, the Department issues the
DOES with permission to proceed with the compilation of a detailed
appraisal of the project (Department of Environment Heritage and
Local Government, 2006). The following sections group together the
stages in PPP and traditional projects and provide commentary on the
areas of divergence.

2.3 DETAILED APPRAISAL
In a PPP, the initial stages of the traditional procurement route are
combined, namely: Site Suitability, briefing and site report, and
Outline

Scheme

Design

(Department

of

Environment

&

Local

Government, 2000d). In the first of these stages, the PBU carries out
an analysis of the site with specific emphasis being placed on the
impact of the site on the design and cost of the proposed building.
The second stage is concerned with exploration of the options
available for meeting the requirements defined in the Project
Identification stage. At this stage, the PBU will prepare an outline
design and an economic evaluation of the options available.
Where PPP is under consideration as the procurement route, a PPP
Assessment is carried out in addition to the traditional procurement
stages. The purpose of the PPP Assessment is to help the PBU decide
if the project is suitable for a PPP and, if so, what form of PPP is most
appropriate.

The

views

of

the

project

stakeholders

must

be

considered in the Assessment report (Department of Environment &
Local Government, 2000h). The tasks involved in the Assessment are
as follows:
•

examination of the nature of the project and any precedent
projects, the outcome of which might influence the project
under consideration;

•

assessment of the scope for transferring of risk;

•

evaluation of the urgency of the facility to be provided and the
implications of this for the means by which the project
proceeds;
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•

appraisal of the commercial viability of the project in order to
confirm the willingness of the private sector to provide the
investment needed.

As PPP has had limited use in Ireland in the procurement of school
buildings, the PPP Appraisal report has to date been outsourced to
consultants by the PBU. Once the PPP Appraisal report is completed it
is submitted to the Department of Finance for permission to proceed
to the next stage. Where appropriate, the Department of Finance give
approval and the PBU then continues with the project. On receipt of
approval, a Project Board and a Project Manager are appointed
(Department of Environment & Local Government, 2000g). The
Project

Manager

outsources

preparation

of

Project

Initiation

Document to consultants. As the only PPPs that have reached
operation stage in Ireland are pilot projects, a heavy reliance on
consultants has been common to date. PriceWaterhouse Coopers
(2001) highlighted this as an issue that must be addressed as
Ireland’s PPP programme moves from the mobilisation phase to the
expansion phase. On approval at department level, the project
proceeds to the next stage.
As the following stages in a PPP are significantly different to
traditional procurement, the DOES has relied heavily on consultants
in the evaluation and management of projects to date (Comptroller
and Auditor General, 2004). Such a level of reliance is not desirable,
as the DOES has not always maintained adequate control of the
projects. For example, it has been found that the heavy reliance on
consultants has resulted in an inability of all concerned to provide full
records of criteria used to make key decisions in the Grouped Schools
Pilot Partnership Project (Comptroller and Auditor General, 2004).
Following a review of the PPP process in 2005, the Irish Government
set up the Centre of Expertise for Procurement (CEP) within the NDFA
for the procurement of PPP projects. The CEP now procures all PPPs in
Ireland with the exception of PPP projects concerned with roads or
rail. It takes responsibility for responsibility and accountability of the
procurement of the PPP up to and including the end of the
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construction phase, when the project is handed back to the DOES
(Department of Environment, Heritage and Local Government, 2006).
At the end of the pre-procurement Stage, the DOES presents a case
to the Department of Finance for the project to proceed. On receipt of
sanction to proceed, the CEP takes over the project and brings it
through to operation.
2.5 STATUTORY PROCESS
All projects, whether PPP or traditional, require planning permission
and other statutory consents. Under the traditional procurement
route, this stage is known as the Developed Sketch Design, during
which the PBU appoints a Design Team that:
•

produces an architectural and engineering design for the
project;

•

prepares a cost estimate for the project;

•

completes the land acquisition;

•

secures planning permission and other statutory consents.

Under PPP, the Project Board compiles a detailed Risk Assessment,
the purpose of which is to identify and assess the extent to which it is
appropriate to transfer risk (Department of Environment & Local
Government, 2000e). The tasks involved in compiling the Risk
Assessment are as follows:
•

mapping of the main activities of the project and identification
of the associated risks;

•

preparation of a Risk Allocation matrix;

•

appraisal of each risk;

•

allocation of risk to the appropriate party.

Consultants, following a number of workshops that are conducted
with school stakeholders, normally carry out the Risk Assessment on
behalf of the Project Board (Department of Environment & Local
Government, 2000k). The outcome of the Risk Assessment may
indicate that some or all of the Statutory Risk continues to be carried

36

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 2

by the DOES. In this case, the Project Board would proceed with the
appropriate functions as normal but must ensure that all appropriate
consents associated with these elements are secured prior to the
Procurement Stage.

Since 2003, a Process Auditor must also be

appointed to each project where the capital cost is likely to exceed
€20

million

(Department

of

Environment

Heritage

and

Local

Government, 2003). The role of the Process Auditor is to ensure that
the

procurement

process

complies

with

all

relevant

EU

and

departmental regulations and procedures.
2.6 PRE-PROCUREMENT
The purpose of this stage in a project procured by traditional means
is to prepare the necessary contractual documentation for the
construction phase of the project (Department of Environment & Local
Government, 2000c). Under a PPP, the contract will also include the
operation and maintenance of the building and therefore requires a
more extensive set of documents in order to ensure that all parties to
the contract are protected. Under traditional procurement, there are
two stages, namely: Detail Design and Bill of Quantities. During these
stages, full details of all mechanical, electrical and structural elements
of the project are first finalised. Once this is completed a full Bill of
Quantities is prepared to ensure that all tender prices submitted for
the work are based on precisely the same information. At this stage
the Form of Contract is also finalised.
At this stage, PPP shows a significant departure from the traditional
procurement route. Emphasis moves from the DOES providing a
school building managed by the school authorities to the PPP
philosophy of the DOES procuring the services of a private company
to provide the appropriate facilities. Fundamental to this is the
production of an Output Specification, within which performance
standards and monitoring requirements must be clearly defined in
achievable and measurable terms to provide a basis for determining
contract performance and payment (Department of Environment &
Local Government, 2000j). This document must incorporate details of
the stakeholder requirements and should clearly identify the elements
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of the Statutory Process to be completed as part of the project. It
should contain any further planning details or known constraints that
would influence the planning, construction and operation phases of
the project. The Project Agreement, which will be a draft document at
this stage and will be subject to further negotiation prior to entering
into contract, sets out the rights and obligations of each of the parties
to the contract (Department of Environment & Local Government,
2000m). The Payment Mechanism documentation will show the
means by which payments for provision of the service will be
processed (Department of Environment & Local Government, 2000l).
The Public Sector Benchmark (PBS), which provides an estimate of
the cost of the project using the traditional procurement route must
also be prepared at this stage.
The tasks involved in preparing this documentation are as follows:
•

detailed appraisal of the service to be provided rather than of
the construction of the building within which the service will be
provided;

•

analysis of the statutory issues that could impact on the
project;

•

presentation of a clear account of stakeholder requirements;

•

review of the obligations and rights of each party and
consultation with legal advisers in the preparation of the
Project Agreement documentation;

•

examination of the commercial issues likely to influence or
affect

the

private

sector’s

costing

of

the

project

and

incorporation of the outcome of this examination in the
production of the Payment Documentation;
•

financial analysis of the project to produce the PSB.

To date, the work involved in this stage has been outsourced to
consultants with the Project Board having a management role in the
process. The potential difficulty that may arise at this stage is within
the consultant organisation. Such organisations have emerged from
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existing consulting engineering and project management companies.
In the past they would prepare detailed designs and whilst they would
be required to address project life cycle issues, they would be
primarily

concerned

with

time,

quality

and

cost

during

the

construction phase. Traditional procurement therefore required a long
document preparation phase and a short tender evaluation phase.
PPP requires a shorter document preparation phase and a longer
tender evaluation phase. It also requires the consultants to produce
20-30 year performance criteria, which requires a detailed knowledge
of the service to be provided and the means by which it could be
provided (Department of Environment & Local Government, 2000n).
2.7 PROCUREMENT
The Procurement stage in PPP is significantly different from that in
traditional

procurement

(Department

of

Environment

&

Local

Government, 2000i). Whilst both types of project must be advertised
in the Official Journal of the EU (OJEC), if over €20million in value,
the traditional route will invite tenders for the construction of the
building whereas, a PPP will seek a consortium that will provide a
service over a long–term period. The traditional route is concerned
with inputs and relies on description of the building whereas the PPP
route relies on outputs, concentrating on the performance required of
the building in order allow certain activities to be facilitated.
Consequently the PPP approach requires the CEP to employ a
significantly different management style to that employed under
traditional procurement.
Under traditional procurement, construction companies are invited to
tender for the project. The Design Team establishes tender evaluation
criteria, carries out the tender evaluation and chooses the preferred
PSO for the project. The PSO and the DOES enter a contract under
which the school will be constructed.
In

PPP,

the

PSO

responds

to

the

advertisement

under

the

requirements detailed in the output specification (Department of
Environment & Local Government, 2000f). The tendering process may
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have a number of stages. For example, the Grouped Schools Pilot
Partnership Project went through three stages:
•

expression of interest;

•

pre-qualification bid;

•

detailed tender (Hurst and Reeves, 2004).

The final tender will not only include a detailed technical design of the
school but will include the financial models for the whole life cycle
operation of the project. Such financial models take into account the
projected demographic changes, the projected income and the risks
associated with the project over its life cycle. The CEP then carries
out the tender evaluation and chooses the preferred PSO for the
project. Following any further negotiations that may be necessary,
the DOES and the PSO enter a contract.
To date, only three PPP schools projects have been fully tendered in
Ireland and of those, two tenders have been won by the British
company Jarvis Ltd. Consequently, it is too early to expect any
evidence of Irish companies specialising in the PPP schools market.
However, a number of Irish companies have now become involved in
Construction Joint Venture (CJV) companies on DBFO roads projects.
Such CJVs comprise partners that have direct input into the design,
procurement and construction stages. A Bid Manager, assisted by a
Design Manager and an Estimating Manager, usually manages the
design and estimating process. In some cases these three people can
originate from three different company partners, leading to coordination issues and the need for awareness of the needs of all the
partners concerned (Gunnigan & Eaton, 2005).
The organisational change in the private sector resulting from the
introduction of PPP has manifested itself in the creation of PPP
divisions in a small number of large construction companies. In such
companies,

these

divisions

become

a

significant

part

of

the

organisation and take on the task of securing regular income for the
company over concession periods of up to 30 years in length. As in
the case of the consultants to the DOES, it requires the production of
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20-30 year performance criteria, which in turn, requires a detailed
knowledge of the service to be provided and the means by which it
could be provided.
2.8 CONSTRUCTION
Through the design team, the CEP is closely involved with the
construction phase of a traditionally procured project. The design
team has a direct role in supervision of work, measurement of
quantity of work completed and certification for the purpose of
payment to the constructing contractor. The PSO, through its
contractor plans, manages and undertakes the contract works.
In a PPP, there is significant change in the role of the public authority
as client, now requiring the adoption of a regulatory role and an
obligation to step back from direct involvement in the business of
construction. This has caused some difficulty for some Government
staff at project level (Gunnigan & Eaton, 2005). Consequently,
Government Departments give advice and training to staff on their
new role and outline the potential risk issues that can emerge if such
staff attempt to supervise the construction phase in the manner that
would be the norm under traditional procurement (Department of
Environment, Heritage and Local Government, 2004).
As the PSO has responsibility for the operation and maintenance of
the school buildings for up to 30 years, process change will result in
the planning and management of the construction phase. New
contractual relationships must be developed and each of these must
be protected with a legal contract. The operator of the facility is
brought into the construction team at an early stage and constantly
gives significant input that will affect the long-term economic viability
of the facility. Construction decisions now potentially affect the
financial stake of all of the PSO members and these organisations will
be involved in decision-making on major issues at project level.
2.9 OPERATION AND MAINTENANCE
Under the traditional procurement route, the PBU concentrates on the
provision of the school building. Once it has been constructed and
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commissioned, the responsibility for its operation and maintenance
passes to the school management authority. In most schools, the
school principal has responsibility for health and safety of the
occupants, which extends to such issues as managing the cleaning
and day-to-day maintenance of the building. The school management
board would have the responsibility for planning and managing
general maintenance and repairs. Funding for such activities is
required from the DOES as part of the annual School Building
Programme. Consequently, the management board must apply for
funding and the works cannot proceed until the funding has been
granted. Large-scale works are treated in the same manner as new
projects. Smaller works are carried out under different guidelines.
As the entire DOES School Building Programme is funded from the
public purse, the level of work carried out is dependent on the
funding available. Regardless of the urgency of the work, it will only
be carried out if the funding is available. Consequently, it is possible
that a major maintenance and repair issue, such as an inadequate
heating system, could exist for a number of years in a school without
the necessary work being done to resolve the issue.
Under the PPP route, the operation and maintenance of the school is
part of the contract placed between the DOES and the PSO
(Department of Environment & Local Government, 2000o). Central to
PPP is the issue of the performance of the building and as such, all
maintenance issues, whether day-to day or large scale, are the
responsibility of the PSO. Consequently, there is a considerable
financial disincentive for failure to resolve such issues.
From the school users perspective, there are a number of positive
aspects to the PPP approach. Firstly, the school Principal (Head
Teacher) can get on with the academic management of the school
without being interrupted with the organisation of minor day-to-day
issues. Secondly, the school building is maintained at a higher level,
as the funding over a 20-30 year period is secure under the PPP
contract. However, this does result in a higher annual maintenance
cost to the DOES (Comptroller and Auditor General, 2004). Thirdly,
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there is no need to apply for funding for maintenance or to suffer the
consequences of using a defective building whilst waiting for funding.
However, there are also disadvantages. Firstly, the school Principal
now has less control over the management of the school, which could
lead to conflict if the PSO decides to take action that is not consistent
with school policy but is not expressly excluded by the contract, for
example, the type of foods to be sold in vending machines for use by
the pupils of the school. This can lead to conflict between the school
management

and

the

PSO.

Secondly,

the

average

annual

maintenance cost of a PPP school will be higher than those that are
procured by the traditional route (Comptroller and Auditor General,
2004) and the DOES must meet these costs. This difference arises
because maintenance in traditionally procured schools is met from a
specific amount of funding received from the DOES each year. The
amount is calculated as an allowance per pupil rather than the
amount actually needed to adequately meet the maintenance needs
of the school. The Comptroller and Auditor General (2004) states that
such an arrangement has resulted in underfunding of maintenance in
traditionally procured schools. In a PPP, the maintenance of the
school is defined in the output specification and protected by the
contract between

the

DOES

and the

PSO. The

PPP cost of

maintenance is therefore a realistic cost and consequently is higher
than that in a traditionally procured school. Thirdly, it may be difficult
to fully assess the risks at the outset of the project and as a result
some risks may not have been transferred. For example, a sudden
increase in vandalism could raise the question of the amount that
could be reasonably expected and as would raise questions relating to
the level implied in the contract. This could lead to the service
provided by the PSO only being as good as the contract that was
agreed. Hebson, et al., (2003) noted a similar issue in the National
Health Service in Britain. This diminution of the Principal’s control
could also result in emergency repairs being addressed more slowly
than previously, for example, where a number of windows have been
broken, the Principal must contact the PSO to organise repair rather
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than organising the repair directly. This puts an extra layer of
management into the process and whilst the potential sanctions
detailed in the Payment Mechanism should result in quick response, it
could cause frustration for a school Principal that is used to a handson approach in dealing with such issues.
2.10 REVIEW
The Department of Environment and Local Government (2000o)
guidelines stipulate that a review is carried out when the building is
ready for occupancy and that further reviews take place at not more
than five-yearly intervals up to the end of the concession period. The
initial review will examine the manner in which the PPP process has
functioned to date and the suitability of the building in relation to the
output specification. This is not a significant departure from the
process

under

traditional

procurement.

However,

as

the

PPP

agreement will extend over the contract period of 20-30 years, the
review must take place in the context of an ongoing contractual
relationship rather than in the context of the end of the contractual
relationship. Inevitably, the review must address such issues as the
communications strategy for managing the contract and the building
of the working relationships between the DOES, the users of the
school and the PSO.
The ongoing five-yearly reviews will address issues such as the
performance of the PSO, the condition of the school and the
management of any changes that are required to the operating
contract.

As

traditionally

procured

schools

are

operated

and

maintained under the control of the school management board, there
is no requirement for on-going reviews. Under PPP, the DOES must
now carry out a new function. As the contract period nears an end,
the reviews will become increasingly focused on the handing back of
the school to the DOES and the arrangements for re-tendering the
operating contract. Again these issues do not arise in a traditionally
procured school.
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2.11 SUMMARY OF ISSUES ARISING
This section has identified critical areas of process change when PPP
is used to provide a school building. These are:
•

the compilation of a PPP Assessment at Detailed Appraisal
Stage;

•

appointment of a Process Auditor;

•

preparation of a detailed Risk Assessment;

•

use of Output Specification as the primary means of providing
information on which a tender is based;

•

the formation of Construction Joint Venture companies as a
vehicle for the provision of the facility or service;

•

the management of the procurement and construction phases
by the CEP;

•

the development of a contract that will exist for 20-30 years;

•

the need for the public sector to adopt a regulatory role during
construction;

•

the operation of the facility or service by the private sector;

•

the role of the DOES in the monitoring of the operation of the
service or facility to agreed contract conditions;

•

the process of review of the PPP contract.

The DOES relies heavily on consultants to carry out its work on PPP.
This has been done in order to cope with the extra workload and the
new processes involved in the first schools PPP. As further schools are
procured, the DOES must decide whether or not it will continue to
outsource such work and, if so, what measures it must put in place to
ensure the ability of the DOES to manage the work of the consultants.
In a PPP, the private sector staff now requires a detailed knowledge
of the service to be provided and the means by which it could be
provided. They must have the ability to prepare performance criteria
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that span periods of up to 30 years and must have the necessary
financial planning expertise to view a project from an economic
perspective over a period of up to 30 years. Two private sector
groups are affected by the introduction of PPP, namely the PSOs and
the consultants who work for the DOES.
The PSOs experience process change in the procurement and
construction stages. These changes involve greater freedom in
design, more complex contractual relationships, more involvement of
non-construction organisations in the construction decision-making
and a greater involvement of the facility operators in the design and
construction phases (Gunnigan & Eaton, 2005).
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CHAPTER 3: REVIEW OF RECENT PPP/PFI PROVISION OF
EDUCATIONAL FACILITIES IN IRELAND AND THE UK
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3.1 INTRODUCTION
The chapter addresses objective 2 through a review of the recent
provision of educational facilities in the UK and Ireland. The following
sub objectives are addressed:
•

to determine the scale of providing educational facilities;

•

to establish the recent levels of provision under traditional
procurement;

•

to outline the lessons learned from the use of PPP/PFI in the
provision of school buildings;

•

to summarise the issues to be resolved to ensure the future
effective use of PPP/PFI in the provision of school buildings.

The sources of this information include refereed journal articles,
Government

reports,

information

provided

through

the

Irish

Government PPP website (www.ppp.ie), and information that is
available

through

a

number

of

other

key

websites

such

as

www.4ps.co.uk and www.nao.co.uk.
3.2 PROVISION OF EDUCATIONAL BUILDINGS IN IRELAND
Until the late 1960s most of the first and second level schools in
Ireland were run on behalf of the State by the Catholic Church with a
smaller number being run by the Church of Ireland. Vocational
schools, managed by Vocational Education Committees (VECs) were
also provided by the state to provide basis training to those who
wanted to enter the workforce by completing a two-year qualification
after completing primary education (Lee, 1989, Mulcahy, 1981). Each
county had its own VEC which comprised a number of appointees
from the state, the county council and the churches. With the
introduction of free second level in the Education Act 1967, vocational
schools began to expand into the traditional education area. Over the
next 20 years, the number of religious personnel required to teach in
the church controlled schools began to decline and more lay teachers
became appointed as secondary school principals. The parents also
became involved in the running of the schools with each school (with
the exception of the VEC schools) having a school management
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board. These management boards gradually took on a significant role
in the management and development of the schools.
Over this period, it became clear that the number of small schools
that existed throughout the country was unsustainable and several
schools amalgamated. For example, in Tuam, Co. Galway, two girls
convent schools, two boys secondary schools and a vocational school
amalgamated to become one large school. As these amalgamations
take place, the demand for new premises increases.
The provision of school buildings is an issue that surfaces every time
there are national and local elections in Ireland. Each political party
sets out its plans for upgrading and construction of school buildings
as part of its manifesto for government. As the success or failure to
provide such facilities has a direct effect on parents of all children, the
electorate can easily assess the extent to which such promises have
been fulfilled. It is somewhat surprising therefore, that there is no
document in the public domain that assesses the condition of the
entire building stock of educational buildings on a national basis. The
production of such a document was part of the plan for the current
government, elected in 2002, and had been specifically promoted by
the Minister for Education prior to that election (Woods, 2002). The
promised document was to include details of:
•

the size, number and type of Irish school buildings that
currently exist;

•

the projected need for further new buildings;

•

the extent to which existing buildings need to be replaced;

•

the level of refurbishment required to existing buildings in
order to bring them up to the appropriate standards.

Whilst this document has not yet been produced, the Commission on
School Accommodation (2002) reported that there were 3,172
primary Schools and 750 second level schools in the Republic of
Ireland.

49

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 3

As part of its brief, the DOES each year produces its Annual School
Building Programme. This document lists all of the school building
projects to be funded by the DOES in a specific year. In order to place
a project on this programme, the school managerial authority applies
to the DOES for funding for the project. Using criteria provided in the
2003 School Building Programme (Department of Education and
Science, 2003b), applications are prioritised. Prior to 2003, the
general public was not informed of the criteria applied, leading to
accusations of political interference in the allocation of funding. Once
the prioritisation process is completed and the DOES has been
informed of the available funding for the following year, the annual
programme is published. This normally occurs in December of each
year.

Prior to 1999, the managerial authority of a post primary

school was required to acquire a site for the school and to contribute
10% of the capital cost of the school. Since 1999, the DOES acquires
the site and the contribution is capped at €63,000 (Martin, 1999).
This

has

significantly

reduced

the

fundraising

burden

on

the

managerial authorities of such schools.
3.2.1 Investment in School Buildings since 1997
The school building programme has grown from 12 projects valued at
more than €318,000 in 1997 (Woods, 2002) to a planned total 170
projects with a total budget allocation of €387 million in 2004 (DOES,
2003). DOES (2003) reports that 12 new primary schools were
completed while 6 were under construction in 2003. These schools
ranged in size from 3 to 16 classrooms. In addition over 120
classrooms were provided through 26 completed and 12 on-site
primary school extension projects. 3 new post primary schools were
completed in 2003 while 6 were under construction. These schools
range in size from 1,500m2 to 6,000m2. 9 large-scale post primary
school extensions were completed in 2003 while a further 11 were
under construction. These extensions range in size from 1,000m2 to
6,000m2. With the introduction of multi-annual budgets in the 2005
budget, it is now more difficult to get exact figures of actual annual
spending. However the latest annual estimates states that the

50

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 3

amount for building and modernisation of school buildings in 2007 will
reach €741million (Hanafin, 2007). It is unclear how this figure
breaks down between new schools and modernisation projects or how
it is divided across 1st, 2nd and 3rd level education facilities.
3.2.2 The Grouped Schools PPP
In 1999, the Government of the Republic of Ireland established the
Central PPP unit to promote PPP use as a means to provide public
services. Since early 2000, a significant emphasis has been placed on
PPP with the production of several policy documents, guidelines and
support structures. Consequently, the PPP programme is now a
significant element of Government policy.
As part of its developing PPP policy, the Government embarked on a
number of PPP pilot projects in 1999. One such project was to
become known as the Grouped Schools Pilot Partnership Project. In
late 2004, the Comptroller and Auditor General produced a report for
the DOES on this project (Comptroller and Auditor General, 2004).
The information contained in this section is a review of the issues
raised by that report and is presented against each of the stages of
the project to date.
Project Identification
In 1999, the DOES undertook a project identification exercise in
relation to three mid-sized schools and concluded that these schools
would be best procured as a grouped PPP project. The DOES wrote to
the Department of Finance requesting permission to proceed on this
basis stating that this project would help to develop PPP policy in the
provision of educational buildings and would provide input to future
PPP arrangements through identification of potential areas of difficulty
encountered during the process. The Department of Finance gave its
permission to proceed.
Detailed Appraisal
The DOES examined two procurement options namely: Design, Build
and Operate (DBO) and Design, Build, Finance and Operate (DBFO).
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As the project was under consideration as a PPP pilot project, the
Department of Finance, in which the Central PPP Unit is based, was
involved in deciding the procurement option and the Central PPP unit
was eager to include a private financing option in the range of pilot
PPPs that were under consideration at that time. The external
consultants that were retained to advise the DOES, recommended
that the DBFO decision be adopted provided it represented good
value to the DOES. The schools were to be built on publicly owned
green field sites, would be operated by the private sector for 25 years
and revert back to the government after that time. In order to attract
sufficient private sector interest a further two schools were added to
the project by May 2000. There is no evidence that a formal PPP
Assessment was carried out for this project.
Statutory Process
At this stage external advisors on behalf of the DOES undertook a
Risk Assessment. The risks were to be distributed as follows:
PSO was to carry:
•

design and construction risks;

•

operational risk;

•

normal business risks.

DOES was to carry:
•

demand risk;

•

residual value risk;

•

risks

specifically

influenced

by

regulations

pertaining

to

provision of education (e.g. government regulations in relation
to change in pupil: teacher ratio, etc.).
The DOES also carried the risks involved in obtaining statutory
approvals for the construction of the buildings (Hurst & Reeves,
2004).
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Pre-procurement
The project was launched in July 2000 when the Government placed
an advertisement in the Official Journal of the European Union
announcing the project and inviting expressions of interest. Initially,
12 potential bidders expressed an interest in the project. This was
reduced to six following analysis of replies from the potential bidders
to a pre-qualification questionnaire. Each of these six was invited to
submit outline proposals for the project and on analysis of these
proposals, three short-listed bidders remained in the competition by
October 2000. The DOES then provided each of the bidders with an
Output Specification containing the following information:
•

accommodation requirement schedules;

•

user and service requirements;

•

standard DOES guidelines for school accommodation;

•

the form of the bid proposal;

•

a description of the means by which the preferred bidder would
be selected;

•

a draft of the contract for the project.

Procurement
The bidding process was completed by February 2001, when the bids
were received. Jarvis Projects Ltd, was selected as the preferred
bidder in March 2001. At the initial stages, it was planned that
construction would begin in April 2001 with the schools opening in
September 2002. However, a further four months of negotiations
were to follow until agreement was reached in July 2001 on the
details of the contract. The DOES was then required to apply to the
Department of Finance for formal approval to proceed. With this
application, the DOES submitted its Public Sector Benchmark (PSB) to
the Department of Finance. As the PSB is used to compare the cost of
procurement under PPP to that procured under traditional means, the
DOES was required to produce capital costs, operation costs and
residual value costs for the project. As the operation and maintenance
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costs of schools under traditional means is quite different from that in
a PPP, the DOES was required to develop models on which to base
these costs. Similarly, models and assumptions for residual costing
were also required. Again, the DOES outsourced this exercise to
external consultants. When the PSB was submitted, a number of
queries were raised by the Department of Finance and further
documentation was required to be submitted to the Department in
late September. The Government gave formal approval to proceed in
mid November and the contract for the project was finally signed on
16th

November

2001.

It

has

subsequently

emerged

that

the

projections for the construction of the buildings was under-estimated
at €64.29 million (including VAT). The capital cost eventually agreed
with Jarvis Projects Ltd was €71.6 million (excluding VAT). This is
partly due to the agreement of the DOES to a final design that
increased the gross floor area of the five schools from 30,173m2 to
34,661m2.
Construction
Construction was completed by December 2002 and the schools
began operating in January 2003. There is no commentary in the
published literature on any issues that may have arisen during the
construction phase.
Operation
The schools began operation in 2003 and no publicly available
literature yet exists on which to assess the success of the operation of
the Grouped Schools PPP.
3.2.3 Conclusions from the Grouped Schools PPP
The Comptroller and Auditor General’s Report (2004) concluded the
following from the examination of the Grouped Schools PPP:
•

existing space norms in relation to area/pupil were exceeded in
the project leading to a higher than planned cost of the
schools. This has implications for the provision of further new
school buildings whether procured by PPP or by traditional
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means as the management authority of each school will in
future seek the application of similar space norms to their
projects. In order to minimise this issue the DOES has now
published revised guidelines for design of second-level schools
(Department of Education and Science, 2004b);
•

the maintenance budget for the PPP schools will be significantly
higher than that allowed for a traditionally procured school.
This will make operational comparisons in the future more
difficult;

•

changes in building specification may result in savings on
maintenance and running costs but would require extra
expenditure at the construction stage.

3.2.4 Changes in procurement policy as a result of the
Grouped Schools PPP
Significant changes have occurred in the Government guidelines for
PPP use since 1999 some of which have been influenced by the
experience gained on the Grouped Schools PPP. Such changes
include:
•

the requirement for development and assessment of the
business case for the project;

•

the production of a Public Service Benchmark (PSB) for all
projects where PPP is proposed;

•

the setting of an affordability cap on all potential PPPs;

•

the requirement for involvement of the National Finance
Development Agency in all projects with a projected capital
value in excess of €20 million;

•

the management of the procurement and construction phases
by the CEP;

•

the appointment of a Process Auditor on all projects with a
projected capital value in excess of €20 million.
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At the outset of this research, two further school building PPPs were
underway in Ireland. Both will provide facilities for the 3rd level sector.
The Maritime College PPP had reached the operation phase. Following
a protracted negotiation phase lasting almost three years, the Cork
School of Music contract was awarded to Jarvis in May 2004 but did
not begin construction until early 2006 due to Jarvis Projects’ recent
financial difficulties forcing it to sell its interests in the project to
another PSO. At the time of writing, no independent reports on these
projects were available to review.
3.3 PROVISION OF UK SCHOOL BUILDINGS
With

specific

reference

to

school

accommodation

in

England,

Wilkinson (2002) states that there are approximately 24,000 state
schools in England, 3,500 of which are second level schools with most
of the remainder being primary schools. These are owned and
managed by England’s 150 Local Education Authorities (LEAs).
Wilkinson states that annual investment in these schools amounted to
a total of £0.7 billion for a number of years up to 2001 when it was
raised to £2.1 billion. This figure has increased to £3.5 billion in 2003.
However, with over 60% of the building stock in excess of 50 years
old (see figure 3.1 below), it is estimated that a further £7 billion is
needed just to maintain and improve existing schools up to 2008.
This figure does not include new schools that may be necessary due
to population growth or other demographic changes.
In Scotland there are approximately 2800 schools provided by
government funding through the local councils. In 2000 the estimated
backlog for repair and maintenance of these schools was estimated to
be approximately £1.3 billion (Audit Scotland, 2002).

56

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 3

Temporary

Post 1976

1966-76

1944-66

1919-43

pre 1919

35%
30%
25%
20%
15%
10%
5%
0%

Figure 3.1: Age of School Buildings in England
(Wilkinson, 2002)

3.3.1 Introduction of PFI
As part of the wider Government PFI policy, PFI was introduced as a
means of procuring school buildings in the late 1990s. Since that time
it has become the primary source of funding for new school buildings
in the UK whilst the UK has become the world leader in the use of
PFI. The Audit Commission (2003) reports that one third of all local
authority commitment on PFI in England is now being spent on
schools. In England, by the end of 2006, over 500 schools in 76
schemes with a capital value of £2.4 billion will have been built in
England using PFI, whilst a further six schemes are under way in
Wales (Audit Commission, 2003). In Scotland, a further 80 schools,
with a capital value of £600 million, are being built using PFI with a
commitment from the Scottish Executive for considerable further
investment (Audit Scotland, 2002). The following is a review of the
main findings of the reports of the Audit Commission (2003) and
Audit Scotland (2002).
3.3.2 PFI in Schools (Audit Commission, 2003)
The purpose of the report was to compare the quality, cost and
service issues of providing schools under PFI compared to traditional
procurement. A mix of primary and post primary schools was taken.
At the outset, the Audit Commission noted that only 25 PFI schools
had been operational for more than two years at the time of the
compilation of the report and that this was a major limitation on the
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findings. The findings of the report can be summarised in terms of
quality, cost, service, risk, and recommendations for the future.
Quality
The Audit Commission was assisted by the Building Research
Establishment (BRE) in assessing the technical quality of the schools.
Using recognised design criteria, the BRE found that the design
quality was generally lower in PFI schools than in traditionally
procured schools. Assisted by the Construction Industry Council (CIC)
and Market and Opinion Research International (MORI), the Audit
Commission found no significant difference in quality from the
perspective of the users of the school.
Cost
The Audit Commission had some difficulty comparing costs under the
two procurement routes as the traditional route has a distinct split in
responsibility between the construction and operational stages. It was
noted that the higher construction costs recorded in PFI might be
offset in the future by lower maintenance costs. There is also the
issue of establishing a value on the amount of risk that is transferred.
However, the Audit Commission concluded that PFI had generated an
overall saving of between 0.1% and 10% over the life cycles of the
buildings examined.
Service
The

Audit

Commission

commented

that,

under

traditional

procurement structures, the LEA controls a budget that is subject to a
variety of demands. Consequently, expenditure on aspects of routine
maintenance can be deferred in order to divert funding to other
urgent works. This can lead to lower levels of long-term maintenance
spending but could result in a shortening of the useful life of the
building, thereby resulting in further increases in long-term capital
costs. Under PFI, future maintenance costs are agreed at the outset
and are paid for according to the requirements of the contract over a
25-30 year period. Consequently, it is essential that the output
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specification be written in a manner that ensures that all maintenance
requirements are included.
The Audit Commission noted that early PFI schemes exhibited a lack
of understanding by the PFI providers of the needs of the school in
the case of equipment and facilities and that little evidence had
emerged to show that the PFI providers had made use of the
opportunity to innovate. The report notes that whilst users were
generally happy with the changes in facilities management (FM)
brought

about

by

PFI,

some

teachers

expressed

reservations

regarding the school management’s lack of control of FM under PFI.
The Audit Commission stated that the limited level of involvement of
FM experts in the procurement process in some of the schools had
resulted in service problems.
Risk
The Audit Commission uncovered a number of instances where risks
had not been fully recognised by either the LEAs or the PFI providers.
Those specifically mentioned in the report are vandalism risk and
demand risk. The vandalism risk was understated because the LEA
did not have any reliable data on the extent of vandalism and the
extent of vandalism was never made clear to the PFI provider in the
procurement process. Demand risk occurred where the popularity of
the new school attracted more potential pupils than had been
anticipated. A reduction in demand occurred in other neighbouring
schools leading to uneven demand and increased costs on the LEA.
Issues such as these have resulted in the production of a risk register
template by the Public Private Partnership Programme (4ps) for use
by LEAs.
3.3.3 Recommendations of the report
The Audit Commission concluded that it was yet too early to tell
whether or not the use of PFI would result in better-serviced school
accommodation. On the issue of value for money, it stated that the
costs of PFI could only be viewed as advantageous when a calculation

59

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 3

of cost of future risk was included. The Commission made a number
of recommendations including:
•

PFI to be used as one of a number of routes for the
procurement of school buildings;

•

review of financial incentives and restrictions of PFI use;

•

review of the means by which the Public Sector Comparator
(PSC) is compiled to allow all benefits and risks to be included;

•

consideration should be given to the wider issue of siting
schools within a complex of multi-purpose buildings thereby
allowing buildings to be shared;

•

provision of greater levels of support for those involved in PFI
projects;

•

development of evaluation tools for PFIs;

•

review how best to meet the increasing need for new financial
and legal skills in the LEAs;

•

establish clear working protocols so that everyone involved
knows precisely how the PFI process works at all stages;

•

school users should be more involved in the PFI process;

•

data to be gathered in order to produce guidelines for future
decision making;

•

greater

transparency,

more

innovation

and

better

risk

management.
3.3.4 Taking the Initiative (Audit Scotland, 2002)
The purpose of the Audit Scotland Report is to examine PFI
procurement for schools in Scotland, specifically:
•

why PFI was adopted and how the project scope was
established;

•

how well the councils managed the contract award and
implementation process;

60

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 3

•

the value for money that can be expected from a PFI schools
project.

Audit Scotland based its findings on an in-depth review of six projects
comprising 65 schools.
Adopting PFI / setting project scope
Audit Scotland showed that the traditional funding arrangements for
Scottish schools was inadequate and that a mechanism had been
agreed whereby the Scottish Office provided additional financial
support for PFI schools projects that would be “off balance sheet”.
Average annual capital expenditure in education between 1996 and
2001 was below £150 million and under the Local Government
(Scotland) Act 1973, councils could only incur further capital
expenditure by using funds gained from disposal of existing assets or
by making a contribution from their current budgets. However, the
Scottish Office devised a scheme whereby it would provide part
support funding on an annual basis for capital projects carried out by
PFI. This allowed councils to construct schools with a capital value of
£643 million, provided the PFI route was used and the contracts were
signed by March 2002.
With PFI established as the procurement route so early in the project
process, the councils were committed to a 25-30 year project cycle at
the outset. An outline business case was prepared to include an
output specification, PSC and a draft risk assessment. Guidance was
provided from the Treasury and the Office of Government Commerce
in the preparation of these documents. Following success at outline
business case stage, the councils then prepared the procurement
documentation.
Audit Scotland reports that the following issues emerged at this
stage:
•

there is a danger that emphasis on PFI will lead to a view that
all other procurement routes are in some way inferior when, in
fact many of the gains made through use of PFI could also be
made with other routes;
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•

uncertainty of the future school demand as the Scottish child
population has been continually falling since the 1960s;

•

the need for consistency in the norms to be applied to output
specifications, classroom sizes and the efficient use of space.

Managing procurement & delivery
Audit Scotland found that the councils implemented sound procedures
for the management of the procurement and implementation of the
projects. The following issues were noted:
•

the cost of external advisors exceeded the original estimates by
80% to 200%. This suggests that the councils underestimated
the work involved and/or that advisors were employed to carry
out work originally to be carried out by council staff;

•

the level of market interest was weak for at least one of the
projects. This suggests that not all projects are suitable to PFI
and that the councils should always choose the procurement
route most appropriate to the project;

•

the lessons learned on one project were not always transferred
to others. There is a need to explore a means by which
experience gained can be used in future projects.

PFI and value for money
Audit Scotland reported that progress to date shows the schools being
delivered within the time and cost criteria planned and that there is
evidence of better planning, more direct and accountable working
relationships, clearer and more concise documentation, better risk
management

and

stronger

financial

control.

However,

it

is

acknowledged, that the circumstances leading to these positive
outcomes are not exclusive to PFI. The following issues were also
noted:
•

managing the PFI procurement process is expensive. Advisors’
costs on the projects ranged from £1million to £12 million
(between 5% and 15% of core construction costs);
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•

PFI ringfences the future operation and maintenance funding
for the school. This is an advantage to the school, but it
reduces the council’s capacity to reallocate funds to respond to
changing circumstances;

•

as these projects would not proceed under any option other
than PFI, the preparation of the PSC was scrutinised. Audit
Scotland concluded that the preparation of the PSC relied on a
number of technical and professional judgements that involved
a considerable degree of subjectivity and that where possible
both quantitative and qualitative analysis should be used in the
decision making process. In particular, it stated that the cost of
debt financing by the councils should be a factor to be
considered in the PSC in future;

•

there has been no systematic development of staff skills and
knowledge in the area of PFI schools procurement and project
management.
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3.4 LESSONS LEARNED
From the experiences of PPP/PFI use in Ireland and the UK to date,
the following lessons have been learned:
•

PPP/PFI is providing new school buildings on a scale that would
not have been possible under traditional procurement;

•

new

procedures

and

guidelines

have

been

developed

particularly for those in the public sector who are involved in
the delivery of PPP/PFI;
•

reliance on external advisers has been extensive and more
expensive than anticipated, particularly in the pilot project
stages;

•

in the UK, PFI is only used where it can be shown that it will
result in a lower cost over the life cycle of the project.
However, the cost savings are not significant;

•

in Ireland, the first schools PPP has proved more expensive
than traditional procurement but the specific reasons for the
extra costs have been established. Updated procedures have
been implemented to avoid these costs in the future;

•

PPP/PFI is not always the most appropriate procurement route
for every school;

•

costs vary considerably depending on the size, location and
requirements of the school;

•

the benefits found from using PPP/PFI are not exclusive to
PPP/PFI;

•

issues to be resolved to ensure effective future PPP/PFI use;

•

the PSB/PSC must be compiled to include adjustments for all
risks and benefits. Such risks/benefits must be identified using
both quantitative and qualitative analysis;

•

there is a need for further development of working protocols to
ensure that all participants clearly understand their role in the
PPP/PFI process;
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•

there is a need for systematic staff skills development and
knowledge development in the area of PPP/PFI procurement
and project management;

•

there is need for greater knowledge management that will
capture the experience gained on one project so that it can be
used on future projects.
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CHAPTER 4: CHALLENGES FACING THE KEY PARTICIPANTS IN A
SCHOOLS PPP/PFI
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4.1 INTRODUCTION
In this chapter, the literature will be examined to establish the
challenges facing the participants in each stage of a PPP/PFI schools
project, highlighting the knowledge and skills needed to fulfil the
various roles of those involved. Using the Project Process that was
introduced in Chapter 2 above (Figure 2.1) the roles within the
Contracting Authority and the PSO are examined in turn in relation to
each stage of the project. The literature available is mainly in the
form of textbooks, refereed journal articles and Government reports.
The section ends with a summary of issues arising for participants in
the PPP/PFI process. These issues are summarised under the
headings used in Chapter 1, namely: transfer of risk, value for
money, management, and innovation.

4.2 THE ROLE OF THE CONTRACTING AUTHORITY
In a typical PPP project, the contracting authority can consist of a
number of parts of the public sector. Each of these parts has specific
responsibilities in relation to the project. PriceWaterhouse Coopers
(2001) identifies the following roles that must be filled in a PPP:
•

the sponsoring agency


the part of the public sector that will act on behalf of the
Government in procuring the service required. In the
case of procurement of school buildings, this is part of
the role of the DOES;

•

the sanctioning authority


the part of the public service that has responsibility for
sanctioning

the

expenditure

of

funding

in

the

procurement of the service. In the case of PPP in
Ireland, this is part of the role of the Department of
Finance.
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The Central PPP Unit (2004b) identifies the following individuals and
groups that have specific responsibilities within the sponsoring
agency:
The Accountable Officer – the senior manager in the DOES who has
overall responsibility for the project;
The Project Manager – the lead individual in the DOES with
responsibility for the planning, monitoring and implementation of the
project;
The Project Board – a group constituted to provide the specialist skills
necessary to support the decision-making role of the Project
Manager;
The Secretary of the Project Board – an individual responsible for the
retention of all documentation relevant to the project;
The Process Officer – an individual appointed by and reporting to the
Accountable Officer. The Process Officer’s responsibility is to monitor
compliance with the procurement procedures that have been agreed
for the project;
The Contract Manager – an individual appointed by the Accountable
Officer to manage the operational contract;
The technical staff of the Planning and Development Unit (PBU
Technical Staff) – to whom the initial background work on the project
will be delegated.
The literature does not identify specific individual responsibilities
within the sanctioning authority. However, the Comptroller and
Auditor General report (2004) clearly identifies the Department of
Finance as the ultimate authority for approval to enter a PPP contract.
Central PPP Unit (2004b) also identifies the sanctioning authority as
the body that approves the Affordability Cap, the figure above which
the cost of the project cannot rise.
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4.2.1 Detailed Appraisal Stage
In relation to the specific tasks to be carried out during the project,
Figure 4.1 shows those that are carried out by the contracting
authority at the Detailed Appraisal stage.

Accountable Officer

PBU Technical Staff

Direct PBU to carry out
initial assessment of the
project

Carry out market
assessment to establish
potential for the project
to be considered as a
PPP

Consultants

Prepare criteria for PPP
Assessment

Brief consultants
Prepare and submit PPP
Assessment
Analyse PPP Assessment

Decide to proceed as
PPP

Project Manager
Appoint Project Manager

Appoint Project Board

Compile project
procurement checklist

Project Board

Provide Accountable
Officer and Process
Auditor with copy of
project procurement
checklist

Agree procedures for
selection of consultants

Approve project
procurement checklist

Figure 4.1: Role of DOES Staff during Detailed Appraisal Stage
(summarised from Central PPP Unit, 2004b)

In directing the PBU to carry out the initial assessment, the
Accountable Officer requires knowledge of the following:
•

the needs of school user: available in the form of the initial
submission from the school management authority;
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•

the PPP process and how it differs form the traditional
procurement route: available in the PPP Guidance Notes 1-15
(Department of Environment & Local Government 2000a-o)
and in DOES 2004b;

•

the current market for a schools PPP: this information changes
with time and will be generated by the PPP Assessment;

•

the outcome of earlier schools PPPs: currently the only
available example is the Grouped Schools Pilot Partnership
Project (Comptroller and Auditor General, 2004), further
outcomes must be documented as further Irish schools PPPs
are procured;

•

a general knowledge of provision of school buildings in other
countries: available from reports of the Audit Commission
(2003) and Audit Scotland (2002).

In addition, the Accountable Officer must have a clear understanding
of risk allocation and project finance issues that are likely to emerge
as the project develops.
Jackson (2004) identifies six different types of risk in a PFI project,
namely:
•

demand

risk:

arising

from

demographic

changes

and

subsequent participation rates;
•

design risk: arising from engineering and other technical design
decisions that could influence the level of operational and
maintenance costs;

•

construction and development risks: arising from potential cost
and

time

overruns

caused

by

inadequate

construction

management or construction techniques;
•

operating cost risks: arising from an underestimation of the
true costs of operating the facility;

•

performance and availability risk: arising if the operator fails to
provide a satisfactory level of service as specified in the
contract;
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•

residual value risk: arising from issues that will affect the value
of the facility at the end of the concession period.

Grimsey and Lewis (2002) point to a number of further risks that
exist such as:
•

regulatory/political

risk:

arising

from

legal

changes

and

changes in government;
•

environmental risk: arising from environmental changes and
regulations;

•

revenue risk: arising from a failure to extract revenues;

•

force majeure Risk: arising from acts of God, disasters and
war.

In addition to these risks Fox and Tott (1999) identify planning risk
and insolvency risk as being worthy of consideration. Treharne (2003)
illustrates the timing of each risk (figure 4.2) and suggests that risk is
highest in the early stages – during construction and commissioning –
with a gradual reduction during the operation stage.

PROJECT RISK
Construction Risk/
Planning Risk/
Fitness for purpose/
ground conditions

Availability
risk
Whole life costing
risk
Inflation and
obsolescence
risk

Initial
operational/
performance
risk
Political/Change of Law/ Regulatory risk
Residual
risk

Construction Period

Operational period

TIME

Figure 4.2: Typical Risk Profile In PFI
(Treharne, 2003)
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However, Treharne also suggests that risks arising from political,
legal and regulatory issues decrease at a slower rate than other risks
over the life cycle of the project.
Using the SLEEPT methodology, Eaton and Akbiyikli (2005a) have
developed a model that will provide a further detailed breakdown of
risk on PFI projects and identify further subcategories of risk. Each of
these is analysed in relation to its applicability to the project sponsor,
the lenders, and the Special Purpose Vehicle (SPV) and the
subcontract builder that would be contracted to design, build and
operate the facility.
Gallimore et al, (1997) reminds us that the price of this risk transfer
can be high and that value for money criteria could dictate the level
of risk transferred. Risk and finance, therefore are inextricably linked.
Mawji (2004) states that parties to a contract often focus on
negotiating contract positions that protect them from risk rather than
working on a joint strategy to reduce each type of risk. Mawji
contends that such a joint strategy would lead to a higher level of
project management and a better system for control of costs.
Under

a

PPP,

private

finance

is

used

in

the

provision

and

enhancement of public services rather than in the acquisition of
capital assets. Broadbent and Laughlin (2002) identify the issues that
have arisen whereby PFI projects are dealt with as “off balance sheet”
projects

thereby

not

influencing

the

Public

Sector

Borrowing

Requirement. Under the Eurostat (2004) guidelines, a government is
allowed to declare PPPs as non-government assets provided the
private partner bears the construction risk and at least one of either
availability risk or demand risk. As one of the primary aims of PPP is
to use private finance in the provision of assets necessary for the
provision of public services, it is important that the Accountable
Officer is aware of the level of risk transfer that is necessary in order
that a project is treated as an “off balance sheet” project.
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The introduction of private finance to the provision of a public facility
will bring with it a range of new financial issues of which the
Accountable Officer must be aware.
Firstly, public sector funding for the capital element of a traditionally
procured project is provided through the annual budgetary allocation
to a government department. The finance for a PPP project will be
raised by the private sector using a combination of equity, internally
generated cash flows and debt (Dell et al., 2001). The project
partners that make up the PSO will generate some of this finance, but
usually some further finance will be required from other investors. In
most cases, these investors will protect their investments by taking
out insurance through a monoline credit insurer. A monoline credit
insurer is defined by De Lemos, et al., (2003), as an insurer that only
insures credit lines. Such insurance is now common on PPP/PFI
projects (Unmack, 2003) having entered the Irish PPP market in 2003
(O'Rourke, 2003a). Monoline insurers will base their costs on the risk
rating applied to each project across a range of risks. The lower the
overall risk on the project the higher the investment is rated. Ratings
run from triple A (AAA), for a highly rated investment and drop down
through, AA, and A to BBB and below for less attractive investments.
The majority of monolines will seek to insure only the AAA rated
investments (Unmack, 2003).
In order to manage the appointment and briefing of the Project
Manager and the Project Board, the Accountable Officer must clearly
understand the functions of each of their roles and must be skilled in
team

building,

motivating,

delegation,

negotiation

and

communication. As with any person who is accountable for the
delivery of a complex project, the Accountable Officer will also require
skills in planning, project monitoring, problem solving and decisionmaking.
As PPP is still a new process in Ireland, change management skills will
also be required. Gunnigan (1999) examines the use of change
management

techniques

in

the

construction

environment

and

concludes that the complexity of change management is not
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understood in the industry. Defining the task as the lowest level of
action, Gunnigan describes a process as a series of tasks, a system as
a series of processes, and the function of an organisation as the
interaction of a variety of systems. A generic change model is
proposed and tested in a number of case studies. It shows that each
level of activity, from overall organisation level down to task level,
must be considered if successful change is to be achieved. In the
introduction of PPP, the Accountable Officer must understand the
interaction of each task in a PPP and be aware of the actions that
must be taken at a management level to ensure that all concerned
embrace the change to PPP.

The PBU Technical Staff will be required to carry out market
assessments of the potential of the project as a PPP and to brief the
consultants on the requirements of the PPP Assessment. To carry out
these tasks, the PBU technical staff requires knowledge of:
•

the PPP process and how it differs from the traditional
procurement process: available in the PPP Guidance Notes 1-15
(Department of Environment & Local Government 2000a-o)
and in DOES 2004b;

•

the requirements of the school users: available in the form of
the initial submission from the school management authority;

•

standard

criteria

for

a

PPP

Assessment:

available

in

(Department of Environment & Local Government, 2000d);
•

the ability of the consultants: will require PBU staff to develop
criteria for the assessment of the ability of the consultants.

They will also require skills in marketing, facilitation, communication
and presentation.
By the time that the Project Manager is appointed, the PPP
Assessment will have been completed and the decision to proceed as
a PPP will have been made. Once appointed, the Project Manager
must lead the Project Board in the completion of the Detailed
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Appraisal stage. This involves two main tasks, the first being the
compilation of the Procurement Process Checklist, the second being
the agreement of procedures for selection of the consultants who will
prepare the Project Initiation Documentation. To complete these
tasks, the Project Manager must have an in-depth knowledge of the
PPP process and its specific application to the procurement of school
buildings. He/she will also have studied the outcome of the PPP
Assessment for the project in question and will have become
acquainted with the project specific issues that have been manifested
to date. In preparing the checklist, the Project Manager will require
significant project planning skills whilst displaying further skills in
team building, motivation, communication and problem solving as the
leader of the project board. In the agreement of the consultant
selection procedures, the Project Manager will require a thorough
knowledge of the ability of the different consultants to whom the work
is to be outsourced and will need to display considerable leadership
skills in drawing on the strengths and abilities of the individual
members of the Project Board.
4.2.2 Statutory Process Stage
When the project moves into the Statutory Process Stage, the
Accountable Officer takes an overseeing role and the Project Board is
placed under the control and chairmanship of the Centre of Expertise
for Procurement (CEP). The tasks undertaken at this stage are as
shown in Figure 4.3.
The guidance documentation (Department of Environment Heritage
and Local Government, 2006) states that the Project Manager and
CEP should at this stage agree liaison procedures to be followed
during the procurement phase. This could therefore result in the
Project Manager holding different roles from project to project, but in
all projects he/she will be a member of the Project Board and will
carry out many of the executive functions of the Board.
The Process Auditor, who is appointed at the start of this stage,
should have knowledge of the PPP Process and of the roles of the
Project Manager, the Project Board and the CEP in the project. The
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Process Auditor will also be required to be skilled in communication
and decision-making.

CEP / Project
Manager / Project
Board

Process Auditor

Appoint Process
Auditor
Consultants
Establish criteria for
Risk Assessment

Brief consultants

Establish Audit criteria

Prepare Risk
Assessment

Analyse Risk
Assessment Report

Measure actions
against Audit criteria

Report to Accountable
Officer

Figure 4.3: Role of Contracting Authority during Statutory
Process Stage
(summarised from Department of Environment & Local Government 2000k,
Central PPP Unit 2004b and DEHLG, 2006)

The role of the Process Auditor in this stage involves the preparation
and implementation of an auditing procedure that measures the
compliance of the Project Board with the Procurement Process
Checklist. The Process Auditor issues his/her reports directly to the
Accountable Officer. In the event of non-compliance with the agreed
procurement process, the Process Auditor must seek clarification on
the reasons for the deviation from the Project Board. If clarification is
not forthcoming, then the Process Auditor must alert the Accountable
Officer of the deviation. The Process Auditor must retain all relevant
documentation in relation to the decisions taken by the Project Board
in the management of the project (Central PPP Unit, 2004b).
In carrying out these tasks, a Process Auditor must have the
confidence to act with authority and fairness when a situation arises
that could lead to conflict. To achieve this, the Process Auditor must
have a clear understanding of the requirements of his/her role and

76

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 4

must, at all times, have the full backing of the Accountable Officer.
Skills

required

for

this

position

include

decision-making,

communication, reporting and an ability to analyse complex situations
and to tactfully deal with potentially conflicting views.
To successfully complete this stage, the Project Manager must have a
strong understanding of the different types of risk that arise in a PPP
project and of the most appropriate party to bear each type of risk.
The knowledge required relating to risk, will be similar to that noted
as being required by the Accountable Officer during the Detailed
Appraisal stage. In drawing up the Risk Assessment criteria, the
Board and will draw on any previous knowledge gained by others that
have prepared such criteria for a PPP in the past. Once the Project
Board has approved the criteria, the Project Manager will brief the
consultants. Again, the skills required by the Project Manager at this
stage will include leadership, communication and presentation.
4.2.3 Pre–procurement Stage
The Irish PPP pilot projects to date have been characterised by a
heavy reliance on consultants to carry out the work that would not
normally arise in the traditional project route (PriceWaterhouse
Coopers, 2001). This is especially noticeable in the Pre-Procurement
stage as illustrated in Figure 4.4. At this stage, the role of the Project
Manager/Project Board is concentrated on briefing the consultants
who will prepare the Output Specification, the Project Agreement, the
Payment

Mechanism

documentation

and

the

Public

Sector

Benchmark. The role of the Process Auditor is similar to that in the
previous stage. Consequently, the Process Auditor will need an
understanding of the documentation to be prepared in addition to the
skills and knowledge he/she would have required to carry out his/her
role in the Statutory Process Stage.
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CEP / Project Board /
Project Manager

Establish criteria for Output
Specification

Process
Auditor

Output Specification
Consultants

Establish Audit
criteria

Prepare Output Specification
Brief consultants

Establish criteria for Project
Agreement

Project Agreement
Consultants

Prepare Project Agreement
Brief consultants
Establish criteria for
Payment Mechanism

Payment Mechanism
Consultants

Brief consultants

Prepare Payment Mechanism

Establish criteria for Public
Sector Benchmark

PSB Consultants

Measure
actions against
Audit criteria

Report to
Accountable
Officer

Prepare PSB
Brief consultants
Establish tender evaluation
criteria

Accountable Officer
Analyse Consultants
reports and decide on
procurement strategy

Present outcome of preprocurement stage to
Accountable Officer for
approval

Reviews report and presents to
Department of Finance for
Approval to proceed to
Procurement

Figure 4.4: Role of Contracting Authority during Preprocurement Stage
(summarised from Department of Environment & Local Government 2000f and
Central PPP Unit 2004b)

In order to brief the consultants who will prepare the Output
Specification, the Project Manager must fully appreciate the following
aspects of the Output Specification (Department of Environment &
Local Government, 2000o):
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•

project description - a clear, concise, logical and unambiguous
outline of the DOES requirements which will ensure that the
tendering parties know the PBU needs in respect of the schools
that are being tendered;

•

organisation outline of the DOES - aspects of the DOES
organisation and management system may have important
implications for the services to be offered, particularly where
interfaces will arise;

•

stakeholder requirements - specific stakeholder requirements
may have to be catered for, for example the requirements of
special needs students;

•

scheme objectives - the DOES needs to be satisfied that the
proposed scheme will comply with the DOES strategy on
provision of school buildings. Of particular importance will be
issues such as flexibility for coping with future demographic
change and potential changes in educational provision, etc;

•

performance standards - the extent and nature of the service
to be provided over the operational term of the contract, the
minimum level of service standards to be achieved, details of
monitoring and compliance criteria, all of which must be
measurable, achievable and realistic;

•

quality standards - including minimum quality criteria to apply
to the school building, the codes and standards that must be
satisfied

by

the

facility

(for

example,

space

per

pupil

requirements, etc.,) and the requirements for design checking
and approval. These would include requirements or constraints
in relation to construction, the requirements to ensure good
practice

including

quality

control

and

quality

assurance

procedures, testing and commissioning criteria;
•

constraints - defining the constraints which may have to be
taken into account in the design, construction or operational
phases of the project in order to meet planning objectives, the
requirements of stakeholders, or other limits on the project;
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•

risk transfer - involving the identification, assessment and
allocation of risk between the parties in order to ensure
optimum allocation of risk as determined following the risk
assessment;

•

payment criteria - setting out the basis for payments (which
must be specific, measurable, achievable, realistic and timely);

•

change mechanisms - whereby changes in certain operating
conditions can be provided for within the contract. The Output
Specification should require the Contractor to cater for a range
of operating conditions, with provision for negotiation where
this range is exceeded or where it results in the need for
additional facilities or costs; and

•

alternatives - the Output Specification should recognise that
there may be worthwhile alternatives which do not strictly
comply with the tender documents, but which may be worthy
of consideration. The Output Specification should provide the
basis against which alternative solutions can be judged.

The Department of Environment & Local Government (2000o) states
that the Project Agreement must address the following issues:
•

the

required

levels

of

performance

and

the

associated

information requirements for judging service performance, as
defined in the Output Specification, all of which must be
capable of objective measurement;
•

the details of the payment arrangements;

•

the means by which the financial performance of the project
will be assessed including arrangements for revenue sharing.
For example, the contract for the grouped schools project
stated that profit from vending machines would be split equally
between the DOES and Jarvis Ltd (Comptroller & Auditor
General, 2004);

•

financial

performance

-

reviewing

the

ongoing

financial

performance and position of the PSO against the forecasts set
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out in the financial model and enforcing and monitoring any
arrangements for revenue sharing or profit capping;
•

the specific monitoring activities that will be carried out by both
parties, the resources to be provided to achieve these activities
and the means by which compliance will be determined;

•

the

safety,

security,

insurance

and

tax

compliance

requirements to be placed on the PSO;
•

the means by which interfaces between the parties will be
managed;

•

the mechanisms to be used to resolve disputes;

•

the arrangements for addressing default or non-compliance
with the agreement;

•

the means by which change in requirements over the life of the
project will be addressed;

•

the conditions that will apply at the end of the contract period.

When briefing the consultants on the preparation of the Payment
Mechanism documentation, the Project Manager must be aware of the
various types of payment that a PSO can typically receive in a PPP
such as:
•

user charges - payments received by the PSO directly from
private users of the infrastructure or service (e.g. road tolls);

•

usage based payments - payments from the DOES to the PSO
that vary according to how much the infrastructure or service is
used;

•

availability based payments - payments from the DOES to the
PSO for making infrastructure or services available for use at
an acceptable standard;

•

performance based payments - payments from the DOES to
the PSO that vary according to the quality of service provided.
(Department of Environment & Local Government, 2000n)
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In the case of a schools PPP, payments are normally based on
availability and performance. They can also be based partially on
usage, as the number of pupils using the school will vary from year to
year. However, as the DOES rather than the PSO will have control of
the numbers attending, the PSO is not likely to carry the risk
associated with low usage but may be compensated if the numbers
rise to such a level that the maintenance costs of the school are
affected.
To

brief the

Mechanism

consultants

documentation,

on

the
the

preparation
Project

of the Payment

Manager

must

fully

understand the principles on which a Payment Mechanism is
developed. Department of Environment & Local Government, (2000n)
suggests a number of principles that are central to the development
of a PPP. For the purpose of this work, these principles are adapted
for use in a schools PPP:
•

the services to be delivered should be measurable, both in
terms of quantity, and in terms of quality. The services to be
delivered should be defined in the output specification;

•

payments should not normally commence until the school is
available for use to the required standard;

•

the payment mechanism should be based on measures such as
usage, availability and performance, and not on the inputs
needed to deliver the service;

•

availability payments should be based on objective measures,
such as number of and size of classrooms available for use;

•

performance payments should be based on the achievement of
standards that are practical to measure over the entire contract
period.

It

is

important

that

any

practical difficulties

in

monitoring, measuring and auditing the basis for performance
payments are carefully thought through. The Project Manager
would be advised to consult with the School Principal to
eliminate such potential difficulties;
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•

the payment mechanism should be designed so that deductions
can be made for unsatisfactory performance;

•

the payment mechanism should not, in principle, contain any
fixed element, as the intention is to pay for outputs rather than
inputs;

•

the PSO should be capable of managing the risks which are
being transferred;

•

the amount and regularity of payments should be clear and
transparent insofar as PSO must be able to model its probable
revenue and expenditure streams with reasonable certainty,
and the DOES should be able to model and cap its own costs;

•

the payment mechanism must be simple to understand.

The Public Sector Benchmark (PSB) is an analysis of the cost to the
public sector of providing a facility under traditional procurement.
Department of Environment Heritage and Local Government (2003)
states,
“…The PSB focuses on the whole life costs over the contract
term and provides a detailed cost valuation of all risks
(transferred and retained) associated with the project”.

The PSB is effectively the same tool as the Public Sector Comparator
(PSC) as used in the UK and other countries. In Australia, for
example, the PSC is defined as a model of the costs associated with a
proposal under a government financed method of delivery where:
•

the model is based on the most efficient likely method of
achieving the required output;

•

potential impact of cost of risk are taken into account;

•

the costs are expressed in terms of net present value to the
government.
(NSW Construction Policy Steering Committee, 2001)

83

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 4

A principal outcome of the PSB will be the establishment of the
maximum cost that must not be exceeded if the project is to be
procured as a PPP. This cost is known as the Affordability Cap. Once
the Affordability Cap is established, it must be sent along with the
PSB to the Sanctioning Authority for approval to proceed to the
Procurement Stage.
In briefing the consultants that will compile the PSB, the Project
Manager must understand the following principles that guide the
production of the PSB:
•

the PSB must be based on a reference project that will provide
the same service as the facility proposed that is being proposed
under PPP;

•

a cost must be placed on each risk that is to be transferred;

•

a contract duration of 30 years will inevitably involve change at
some time during the contract period. The PSB must be flexible
enough to allow for change.

Baldwin (2003) contends that facilities management input by the
client, at the early stages of a PFI project, is critical to the success of
the

project.

Egan

(1998)

emphasized

the

need

for

clients’

understanding of whole life cost assessment. El-Haram et al., (2002)
cites a Construction Productivity Network directive in 2000 stating
that

UK

government

departments

must

use

whole

life

cost

assessment to support technical decisions in PFI. They go on to
propose a model for collecting of life cycle cost data for use in such
cost assessments.
To understand the principles behind the compilation of the PSB and
the growing demand for incorporation of whole life cycle issues, the
Project Manager must therefore have knowledge not only of the
construction of a facility but of the operation of such a facility. As
most of the PBU staff that have in the past acted as Project Manager
on traditionally procured contracts would not have been exposed to
the whole life issues in sufficient depth, a knowledge and/or skills gap
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may exist that must be addressed in the larger programme of PPP
projects that have now gone to the market.

Criteria for Tender Evaluation will be based on the requirements set
out in the output specification. To prepare appropriately for the
Procurement stage, the procedures for carrying out these tasks
should be established before the tendering process begins. To
evaluate the actual tender, the Project Manager/Project Board must
examine the output specification and develop a weighted checklist of
the criteria specified. Bearing in mind that the output specification
can be a lengthy document – in the Grouped Schools Project it was
over 200 pages in length (Reeves, 2003) – the task of developing the
evaluation documentation can be extensive. This work will require
considerable analytical skills and a detailed knowledge of the
operation of the school. Obviously, this task cannot be completed
until the output specification has been prepared.

Standard criteria,

however, would include:
•

deliverability;

•

finance;

•

operational issues;

•

quality;

•

technical factors;

•

price.
(Construction Industry Council, 1998)

An essential part of the decision-making process in tender evaluation
is the means by which those interested in the project will be selected
to provide an outline bid and will subsequently be short-listed to
provide a detailed bid. In establishing this procedure, it will also be
necessary to consider the extent of information to be provided to the
bidders at this stage and the expected format of the bids.
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As was the case with the PSB, the work involved in the preparation of
the tender evaluation will be considerably different from that which
would

have

been

the

normal

procedure

under

traditional

procurement. Again, a skills gap may exist and must be addressed if
required.
The final task in the Pre-procurement stage is the preparation of the
pre-procurement report. This report will draw together the outcomes
of all of the tasks at this stage and will be presented to the
Accountable Officer who will in turn present it to the Department of
Finance in order to obtain sanction to bring the project to the next
stage. Skills required to complete the report include:
•

analytical skills – to ensure that each task has been carried out
appropriately and to clearly establish the important issues
arising;

•

problem solving skills - clearly demonstrating the criteria
applied to the decisions made;

•

reporting skills - clearly recording and communicating the
outcome of each task.

4.2.4 Procurement Stage
Figure 4.5 illustrates the initial part of the process of procurement
and the tasks that must be carried out during this stage. Again the
Process Auditor is concerned with ensuring that all concerned are
following the Project Checklist. As the role of the Process Auditor will
be similar to that in the previous stage, it will not be analysed further
in relation to this stage. For the purpose of clarity, the analysis of this
stage is split into the bidding and negotiation phases.
The Project Board will place a notice in the Official Journal of the
European

Community

(OJEC)

stating

that

the

project

is

in

procurement. In addition to placing the OJEC notice, the Project
Board will place tender information on the Irish Public Sector
Procurement Portal (www.e-tenders.gov.ie) and will normally place a
notice in the national newspapers.
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Process Auditor

CEP / Project Manager / Project
Board

Issue OJEC notice
Establish Audit criteria
Hold public meetings

Provide clarification where required
Measure actions
against Audit criteria
Assess expressions of interest

Request and receive outline proposal

Report to Accountable
Officer

Compile shortlist of bidders

Issue detailed tendering documentation to
bidders

Figure 4.5: Contracting Authority role in Procurement
(bidding) Stage
Further information may also be placed on the Government PPP
website (www.ppp.gov.ie). A closing date for receipt of expressions of
interest will be clearly identified on each notice. With all PPPs to date
in Ireland, a public meeting is held at which further information is
given to potential interested bidders. In addition, further clarification
is also provided to potential bidders who contact the DOES on an
individual basis. All clarification given

is recorded and where

significant, is posted on the Government PPP website.
Using the tender evaluation criteria established during the preprocurement stage, The Project Board will first examine the initial
information provided by those who have expressed interest in the
project and select a number of these who will be invited to provide an
outline bid. On receipt of the outline bids, the Project Board again
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uses the pre-established tender evaluation criteria to compile the
shortlist of bidders who will be invited to make a detailed bid.
Figure 4.6 illustrates the tasks that take place in the second part of
the Procurement Stage. The activities of the Process Officer are again
concerned with the auditing of compliance with procedures and are
not shown on this figure. Nonetheless, the Process Officer’s role is of
considerable importance at this stage as non-compliance with a
procedure at this stage can result in errors that may have significant
effects on the value for money of the project. An example of such an
error is the exclusion of VAT in the calculation of the cost per square
metre figure in the Grouped Schools project (Comptroller and Auditor
General, 2004). At the end of this stage, the Process Auditor will
present the Accountable Officer with a Certificate of Compliance which
states that the procurement process was carried out in compliance
with the appropriate procedures.
Once the preferred bidder has been identified, the remaining bidders
are debriefed. The purpose of the debriefing is to ensure that bidders
get an opportunity to learn from the experience and apply what they
have learned when bidding for further PPPs in future. Debriefing
meetings will also be held with the preferred bidder to clarify
outstanding issues. Further meetings are likely to be held while the
bidder works on the full development of the proposal. During this
time, the Project Manager will begin negotiations on the concession
contract with the preferred bidder.

Over the course of these

negotiations the Project Manager is likely to need considerable
support from the Project Board and other experts.
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CEP / Project Board / Project
Manager
Bids evaluated against Tender
Evaluation criteria
Rank bids

Request best and final offer from one
or two bidders

Rank Final bids

Announce preferred bidder

Hold debriefing meetings with
unsuccessful bidders

Negotiate concession contracts

Prepare Tender Recommendation
Report (TRR)

Accountable
Officer

Submit TRR to Accountable Officer for
approval
Approves TRR
Department of
Finance

May seek further
information from
DOES

Project Board provides clarification /
information as necessary

Grants Approval
Contracts Finalised

Submits all
documentation
to Dept of
Finance for
final approval

Appoints
Contract
Manager

DOES enters contract with PSO

Figure 4.6: Contracting Authority role in Procurement
(negotiation) Stage
On conclusion of the contract negotiations, and before the contracts
are signed, final approval at Departmental level and at Sanctioning
Authority are required. This is initiated by the Project Manager
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preparing the Tender Recommendation Report (TRR) which should
contain the following elements:
•

a short account of the procurement strategy;

•

a list of the companies that have expressed an interest;

•

the evaluation and award criteria that were applied;

•

the criteria used to shortlist the bidders;

•

the basis for the recommendation for the award of the
contract;

•

a note of any issues of significance that arose during the
Procurement Stage.

(Department of Environment Heritage and Local Government, 2003)
The TRR is submitted to the Accountable Officer for Departmental
approval. Once the Accountable Officer is satisfied with the outcome
to date, the TRR and all of the preceeding documentation, including
the Certificate of Compliance from the Process Auditor, are sent to
the Department of Finance, which, as Sanctioning Authority, has the
final responsibility for deciding whether or not the project will
proceed. This decision may be dependant on the provision of further
information by the DOES. In the case fo the Grouped Schools project
it took two months to resolve the final queries raised by the
Department of Finance before it gave its permission for the project to
proceed (Comptroller and Auditor General, 2004).
Once the Department of Finance has given its final sanction to the
project, the Accountable Officer appoints the Contract Manager,
whose role it will be to oversee the construction, commissioning and
certification of the school for use. Following occupation, the Contract
Manager will be responsible for the monitoring and certification of the
operational phase of the project. With Department of Finance
approval acquired and the Contract Manager appointed, the contracts
are signed and the Construction Stage begins.
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4.2.5 Construction Stage
As the design and construction risk will be carried by the PSO in a
PPP, the DOES role, as illustrated in Figure 4.7, will be different to
that under a traditionally procurement arrangement. The primary
function of the Project Manager at this stage is to provide for a
smooth handover to the Contract Manager. The Contract Manager
now becomes a member of the Project Board and carries out the
executive functions of the Board during the Construction stage. The
Board, during this stage, is still under the control of the CEP. The
Contract Manager’s primary function will be to ensure that the quality
of the construction is in compliance with the regulations pertaining to
the provision of school accommodation. Once the school is built and
commissioned, the Contract Manager certifies to the DOES that it is
ready for occupation. Clear criteria must be established at the outset
to ensure that the Contract Manager has an effective strategy for
carrying out this task.
Project Manager

Contract Manager

Hands the project over to the
Contract Manager

Monitors progress and construction
standards

Certifies achievement of agreed
milestones

Reports to CEP / Project Board

Certifies that the school has been
constructed to DOES standards and
is ready for occupation

Figure 4.7: Contracting Authority role in Construction Stage
It is not the role of the Contract Manager to continuously monitor
quality, as this is one of the functions of the PSO. Instead the
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Contract Manager should agree a means by which the PSO’s quality
monitoring system is audited and should ensure that spot checks are
carried out in order to be satisfied that the required quality is being
achieved. The Contract Manager must be very clear regarding the
consequences of reverting to the role normally held under traditional
procurement. For example, the consequence of giving design advice
during construction could result in a transfer of an element of design
risk back to the DOES. As the PSO is already being paid to carry this
risk, no action on the Contract Manager’s behalf must change this.
This is a significant change in role for DOES staff that would have
held a contract management role under a traditional contract.
Consequently, adequate training must be provided to ensure that the
limitations and constraints of the role under PPP are fully appreciated.
Other Government Departments have recognised this and have taken
steps to ensure that the staff make the transition smoothly
(Department of Environment Heritage and Local Government, 2004).
The Project Agreement will define the means by which the Contract
Manager will monitor the operational stage of the project. The tasks
to be undertaken by the Contract Manager are illustrated in Figure
4.8.

Contract Manager

Monitors service provided in accordance with
conditions of contract

Certifies level of achievement of service

Reports to DOES and Central PPP Unit
making recommendation for payment

Figure 4.8: Contracting Authority role in Operation Stage
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In a school procured under a traditional contract, the Principal, on the
authority of the school management board, carries out the function of
the management of the school buildings. The DOES staff involved in
such a project ended its involvement when the building was
commissioned. The only further involvement would come through the
assessment of a funding application for a maintenance item that
would require significant funding.
Consequently, the operational role carried out under PPP is an entirely
new role in the DOES. To carry out the new role, the Contract
Manager must understand how a school functions and the day-to-day
issues that affect the running of a school, such as:
•

the nature of the type of education being provided and the
limitations that this places on the use of the building;

•

the needs of the staff and pupils;

•

the limitations of the school building;

•

the change that will be experienced by the school principal and
the school management board in operating in the new
contractual environment.

Whilst sector specific guidance is given on the operational stage of
projects

involving

roads,

waste

and

water,

(Department

of

Environment & Local Government, 2000o, Water Services National
Training Group, 2002)) there is no evidence of documentation
containing such guidance in the sector that provides school buildings.
Using the generic titles applied to the above sectors, the following is
an interpretation of the Contract Manager’s responsibilities in the
operational stage of a schools PPP:
Develop a Monitoring Plan
This will follow the monitoring procedures set out in the Project
Agreement, setting out a schedule of items to be monitored and a
timescale for such activity.
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Record Availability
This will relate to the space available for use to the school and will
particularly note any action that might adversely affect the operation
of the school such as maintenance work. This highlights the
importance of clearly defining the acceptable levels of availability in
the Project Agreement.
Monitor Performance Standards
This will relate to the standard of the facilities available and the usage
of such facilities related to that defined in the Project Agreement.
Authorisation of Payment
A procedure for authorising payments must be set out, agreed and
implemented.
Repair and Maintenance
As the school will eventually be handed back to the DOES, it is
important that a maintenance and repair schedule is agreed and that
the PSO is maintaining the value of the asset by carrying out the
work on the schedule.
Contract Obligations
The Contract Manager must monitor compliance with contract
obligations and ensure that the service provided conforms with
current regulations such as health & safety, waste management, etc.
The Contract Manager must also ensure that the PSO has all the
relevant valid insurance policies in place at all times.
Change Management
Over a 30-year period, it is likely that some changes will be required
in the service to be provided. The Contract Manager should follow the
criteria for dealing with this as set out in the Project Agreement.
Stakeholder Management
As the representative of the DOES, the Contract Manager must be
aware of the needs and expectations of the stakeholders of the school
and have procedures for dealing with each of them.
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At the end of the operational stage, the handing back of the school to
the DOES will involve the Contract Manager in:
•

assessing the condition of the asset (the school) and potential
liabilities for upgrading;

•

management of the retendering of the ongoing operational
service, if this is required.

As this would happen at least 25 years hence, it is somewhat
pointless to speculate on the process to be followed as subsequent
changes in society could mean that the procedures proposed would
be superseded by entirely different procedures.
4.2.6 The Role of the Contracting Authority – Summary
It is clear that a considerable amount of time and effort has been
invested into developing new procedures for the public sector’s part in
PPP. The entire process has been analysed in detail and each stage
has been addressed by specific published guidelines. Pilot projects
have been carried out in a variety of sectors and each of the problems
that became apparent have been addressed with updated procedures
(for example, the introduction of a Process Auditor seems to have
been strongly influenced by some of the issues that arose in the
Grouped Schools project). Several examples of good practice have
been taken from other countries, particularly from the UK, which - as
the world leader in PFI - has been able to provide examples of
procedures that will solve most of the issues that arise in PPP.
However, despite all of the guidelines that have been published, a
number of issues remain:
1. There are many instances where new skill sets are required
and whilst a framework for general training on PPP is available
(Interdepartmental

Group

on

Public

Private

Partnerships,

2000), there is little evidence that the necessary sector specific
training is systematically provided for those who need it;
2. An extensive search of Irish governmental documentation
sources revealed several guidelines for the public sector but no
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guidance for the private sector in the use of PPP. If PPP is to be
a true partnership, one would expect that the government
would have published guides showing the private sector how it
could profit from participating in the achievement of public
sector goals through PPP;
3. Almost

all

of

the

governmental

documents

reviewed

concentrated on the requirements of the public sector workers
to comply with the new PPP processes, thereby reflecting the
Gallimore,

et

al.,

(1997)

suggestion

that

public

sector

managers are cocooned in a culture of “rules not deals”. This
suggests that the cultural change required in the public sector
has not yet been achieved. Whilst one of the prime aims of PPP
is to take advantage of the strengths of the public and private
sectors in order to provide a better value public service through
a partnering arrangement, it is evident that the contractual
relationship

is

equally

as

adversarial

as

traditional

procurement. Fernie et al., (2004) argue that the extent of
change required to maximise the benefits of PFI cannot be
attained without addressing both practice and context. The
literature reviewed in this work shows that whilst the practice
has changed – through the introduction of new processes – the
context (the adversarial contractual environment) has not
changed. Consequently, it will be necessary to breakdown the
adversarial barriers if true change is to be achieved.

4.3 THE ROLE OF THE FACILITY PROVIDERS (PSO)
The remainder of this section analyses PPP from the perspective of
the PSO to establish the roles that exist within the various project
stages. The literature search in respect of this analysis has not been
as fruitful as that required for the previous analysis of the public
sector. This is not surprising, as accountability and transparency of
the

public

sector

is

of

major

importance

particularly

where

considerable sums of taxpayers’ money are involved. Consequently,
clear procedures for the public sector are likely to be published and
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freely available in the public domain. In contrast, private sector roles
and procedures are often controlled by quality management systems
that are developed in-house. To retain competitive advantage, such
procedures are not normally published in the public domain. However,
from the limited number of documents available, the following
account of the role of the PSO in a PPP has been compiled.
There are three main types of role that a private company can play in
a PPP project (Construction Industry Council, 1998):
1. It may be a company that is specifically established to bid for
and operate a number of PPP projects. In this arrangement it
would comprise the entire private sector element of the
project. Before it ran into financial difficulties, Jarvis Ltd
operated in this role;
2. It may be one of a number of companies that come together to
bid for a specific project and, upon invitation to prepare a
detailed bid, would become a partner in a PSO that would
control all aspects of the private sector element of the project.
National Toll Roads Ltd took such a role when – as an operating
specialist - it joined the Celtic Roads Group that was awarded
the PPP contract to build and operate the M1 Dundalk Western
Bypass. The other partners are Nuttall, Ascon and Dragados;
3. It may work for the PSO – effectively becoming a subcontractor
– and become involved in part of the project, i.e., design,
construction or operation. John Sisk & Son Ltd took this role in
the Grouped Schools PPP when it was contracted to build two
of the five schools that formed that project. In this role, the
private company reverts to a role similar to that under
traditional procurement.
As the second of these roles raises all of the issues that emerge in the
other roles, it is the role that will be examined in this section.
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4.3.1 Early Project Stages
The tasks to be undertaken by the PSO in the early stages (i.e. during
Detailed

Appraisal,

Statutory

Process,

Pre-procurement)

are

considered together, as a task can span two or more of these stages
at any one time. The flow of the tasks is illustrated in Figure 4.9.

Contractor

Financial Partners

Operator

Identify the criteria for considering involvement in a PPP

Decide on preferred role

Participate in meetings to assess the potential of the project to be offered as a PPP

Reach initial agreement on the structure of the PSO

Prepare and submit expression of interest

Identify design
consultants

Identify potential
investors

Identify appropriate
maintenance and
operation specialists

Prepare outline proposal

Agree the formal structure of the PSO

Figure 4.9: Tasks to be undertaken by the PSO in the early
stages
For the purpose of the analysis in this section, three different types of
consortium partners are considered. Some of the tasks noted are
common to all partners, others are issues for one or two partners.
The partners identified are the construction specialist (generally a
Contractor or a number of contractors), an operating specialist that
would manage the operation of the facility (Operator) and one or
more financial specialists that would concentrate on securing the
finance necessary to fund the project (Financial Partners). In most
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PPPs the legal role not usually at partnership level but is provided by
a consultant to the PSO. The first task that each partner must
address is the criteria for considering involvement in a PPP. This is a
fundamental question, as PPP is a new way of doing business and
involvement will have long term binding implications for any company
that gets involved. In the case of a construction company, most of its
business will be project based. Its income derives from its ability to
tender competitively and to manage projects effectively. As the
market changes, it too must change. The use of new technology must
be maximised to ensure that competitive advantage is retained. Many
companies enter agreements with clients to secure repeat contracts,
thereby lessening their exposure to dramatic fluctuations in the
market

and

as

new

contractual

arrangements

emerge,

the

construction company must examine the potential impact that
involvement in such contracts would have on its future. This
description shows a construction company to be an organisation that
is good at reacting to a set of circumstances rather than being
proactive. PPP requires a company to be proactive (Construction
Industry Council, 1998) and this requires a fundamental change in
the culture of the company.
To establish the company’s capacity for change, it can use a variety
of analytical tools such as the SWOT analysis, which will highlight the
strengths and weaknesses of the company whilst identifying the
opportunities and the threats that exist. Such analysis would clarify
the internal issues that need to be faced if the company is to change.
These issues can then be related to the specific requirements of
involvement in PPP such as:
•

the need to lengthen the corporate planning cycle to reflect the
length of the PPP contract;

•

the need to develop an understanding of the nature of the
service to be provided and of the mission of the part of the
public service that currently provides the service;
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•

the need to develop new long-tern working relationships with
non-construction specialists such as financiers and facilities
managers;

•

the need to invest heavily in the bidding process;

•

the need to take on new risks that were previously borne by
the client;

•

the

need

to

become

involved

in

long

term

financial

arrangements.
Once the decision to get involved is made, a plan must be put in
place to develop the parts of the organisation that will be directly
involved with the PPP. A variety of tools are available for this change
management process such as the Generic Change model as proposed
by Gunnigan (1999). In this model, as illustrated in Figure 4.10, a
seven-stage approach is used to move from the current state to the
changed state. As previously noted, Gunnigan also maintains that
each level of activity, from overall organisation level down to task
level, must be considered if successful change is to be achieved.

1.

7.

6.

Establish the need for change

Monitor results

Implement the change

5.

Plan the implementation of
change

4.

2.

Set Objectives

3.

Examine the Organisation
/ System / Processes /
Tasks / Interfaces

Establish the required
changes

Figure 4.10: The Generic Change model
(Gunnigan, 1999)

In proposing a change model for the Saudi construction industry, AlSedairy (2001) suggested that the circumstances must first be
investigated to establish the depth of the change required. Each
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depth of change will require a different approach. A shallow depth
requires a change to greater efficiency, a medium depth requires
strategic planning, and a deep level may require complete corporate
restructuring. Both of these models require investigation into the
need for change and both examine the level at which the change is to
occur. Consequently, either model would be appropriate.
The financial partner would normally be expected to be aware of risk
and the issues to be considered in putting together an investment
portfolio. However, PPP will raise the possibility of using structured
finance and will tie the financial partner into a group whose other
partners’

business

interests

concentrate

on

construction

and

operation rather than solely on finance. The financial partner should
also analyse its business to identify the issues to be addressed if it is
to become involved in a PPP. Once these are identified, each issue is
again related to the change in role that will be required of it in a PPP.
Again,

a

change

management

strategy

will

be

necessary

if

involvement is to be pursued.
The contractor and the financial partner will be most heavily involved
in the pre-construction and construction phases of the project and the
operator’s primary involvement will be with the direct provision of the
service. However, as the principal party in the interpretation of the
output specification, the operator will be centrally involved in the
project from the early design stage, through to the completion of the
operation stage. Operators entering a PPP would have previous
experience in facilities management but may not have had experience
in

the

pre-construction

or

construction

stages.

Once

again,

examination of the business is required and the issues to be
confronted in PPP involvement must be addressed.
The self-examination exercise should also reveal issues which show
that involvement in PPP at that time might not be in the interests of
the company. Where this happens, it might still be desirable for a
company to become a subcontractor to a PSO and thereby learn more
about the PPP process with a view to becoming a partner in a PSO at
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a later date. The self-examination should also highlight a number of
the characteristics that would be sought in partner companies and
through a variety of business networks and informal contacts,
companies that decide to become involved in PPP will match
themselves with other partners.

At this stage of the process, it is

possible that a company could have formed an association with more
than one group that is interested in a project.
4.3.2 Procurement Stage
Once the companies have learned about the project and have
satisfied themselves that the group with which they have aligned
themselves are the most suitable from the perspective of their own
organisations, they will then attend the public briefings that will follow
the project being advertised in the OJEC. The group will then decide
whether or not to prepare an expression of interest and complete the
pre-qualification requirements. At this stage the group will decide on
the allocation of resources to the early bidding process and the means
by which the resultant costs will be met by each partner.
On successfully achieving pre-qualification, the group will begin the
process of selection of the various consultants needed to prepare a
bid and will enter agreements with these consultants for the
preparation of the outline bid. Following further contact with the
Contracting Authority, the group finalises and submits the outline
proposal. During this time the group will continue to work on reaching
agreement on the structure of the PSO.
In the Procurement Stage, the PSO is required to carry out an
increased number of tasks. In the first instance, these relate to the
preparation and submission of the bid. This process is illustrated in
Figure

4.11.

The

procurement

stage

is

completed

through

negotiation, the main elements of which are illustrated in Figure 4.12.
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Contractor

Operator

Financial/Legal
Partner

Sign an agreement formally establishing the
PSO as a legal entity

Appoint a Bid Manager

Agree a bid programme and a bid budget

Prepare the bid

Appoint
Construction
Manager

Appoint
design
consultants

Develop
construction
strategy

Prepare
design
strategy

Appoint
financial
advisors

Appoint
legal &
contractual
advisors

Appoint
Operational
Manager

Develop
financial
model for
the full
project life
cycle

Establish
risk and
insurance
issues

Establish
operational
issues and
develop
operational

Prepare the Construction
estimate

Finalise the bid

Decision to
proceed

Submit the bid

Figure 4.11: Preparation and submission of the bid – PSO
Roles
On successfully being short-listed to make a full bid, the group
finalises and signs the memorandum of association that will underpin
the legal existence of the PSO. As the PSO is now a legal entity in its
own right it begins to act as such. The partners appoint a Bid
Manager who develops a bid programme and a budget for the
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compilation of the bid. The project agreement will have set out the
mechanism for deciding how much of the budget each of the partner
companies will be required to contribute, the means by which the
project will be monitored and the mechanism for establishing the
return to be realised by each partner.
Preparation of a bid for a PPP is expensive and is often cited as one of
the main obstacles to a company entering the PPP market (Akintoye
et al., 2003, Fernie et al., 2004, Kerr, 1998). Irish bidding cost of a
large scale PPP can run to two to three million euro (O'Rourke,
2003b). Bearing in mind that, under EU bidding regulations, three full
bids must be received, two out of the three bidders will lose the
money that they have invested in the bid. The preparation of the bid
begins with the development of the design and the formulation of the
construction

strategy.

This

process

will

require

considerable

involvement from the Operator, as it will be a strategic aim of the
PSO that the design must be compiled to maximise efficiency and
effectiveness over a 25/30 year operation period rather than to
maximise profits in the construction period.
Whilst the central role of the operator may cause some co-ordination
issues for the contractor in the PSO, it reflects one of the great
strengths of PPP, i.e performance of the building over its lifecycle and
full life cycle costs are at the centre of design decisions in a PPP
(Ratcliffe, 2004). Murray (2005) takes this further and suggests that
the strong correlations between the aims of PPP and Performance
Based Building (PBB) means that the concept of PPP and PBB should
be considered together in order to maximise the benefit of both. As
the design nears completion, the estimates of the cost of construction
and operation are compiled. This information is used to develop a
financial model for the project and to establish the revenue stream
that will be required to satisfy the PSO partners and the investors.
Adjustments are made where necessary and the final bid document is
agreed. The PSO then reaches the decision point where it must decide
on the viability of the project from the perspective of the partner
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companies. Once any remaining issues are resolved, a decision is
made to proceed and the bid is submitted.
The time taken to prepare a bid varies from sector to sector. In the
roads and infrastructure sector it typically takes six months, with two
months of that time being used for the development and running of
the financial models (Gunnigan & Eaton, 2005). In the first two
schools PPPs in Ireland, the bidding period was four months
(Comptroller and Auditor General, 2004).
There are two areas of knowledge to be developed by companies
entering the PPP bidding process, namely:
•

knowledge of the service to be provided;

•

knowledge of the financial operation of a PPP.

Currently, the PSO partners rely on the operator to provide the
necessary input into how the service should be provided in order to
meet the requirements stated in the Output Specification. As there
have been only two schools PPPs in Ireland at the operational stage to
date, there is no basis in Ireland for judging how great the need is for
companies to increase their knowledge of the operation of a school.
The Audit Commission (2003) shows that some PFI schools in the UK
are experiencing a lack of space and that they cater poorly for the
visually

impaired.

There

have

also

been

complaints

about

temperature control, ventilation, acoustics and poor use of daylight.
On the other hand, PFI schools are generally considered durable,
easily cleaned and well maintained. This assessment suggests that
the requirements of maintaining and cleaning the school buildings are
in some cases taking design priority over the needs of the school
users.
Most private sector organisations are keenly aware of the need for
long term financial planning. However, most of those at senior
management level in Irish construction companies have worked their
way into such positions by first excelling in technical positions at a
project level. An example of this is one of Ireland’s largest
construction companies, six of whose seven directors began their
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professional careers as civil engineers. The seventh trained as a
quantity surveyor. Gunnigan (1999) suggests that, as project level
operations are short-term by their nature, many of the senior
managers continue to apply short-term decision-making criteria to
long-term decisions long after they have been promoted from the
construction sites to the boardroom. Dealing with the complexities of
long-term finance will require a change of mindset in the boardrooms
of Irish construction companies if these companies are to become
serious players in the PPP market. Those who do not make this
change will revert back to the traditional bid and build role that they
occupied before PPP was introduced. This trend is already noticeable
in the water services sector where some contractors who were
involved as lead partners in the initial water services PPPs are now
reverting to the role of subcontractor to the PSO (Gunnigan & Eaton
2005).
Figure 4.12 outlines the role of the PSO in the negotiation phase of
the procurement stage. Following the bid submission, the CEP will
assess each bid against its tender evaluation criteria and will refer
back to the PSO to obtain clarification where necessary. Once all
clarification is obtained, each bidder will be requested to produce its
best and final offer (BAFO). Owing to issues that have arisen during
the bid clarification, the BAFO is likely to involve some differences
from the initial bid.
Again applying the tender evaluation criteria, the CEP will then further
assess the bids and select one as the preferred bidder. Following this
announcement, the unsuccessful bidders will be debriefed to ensure
that they are fully aware of the reasons why they were not successful
and to point out the issues to be taken into account in further PPP
bids. One of the unsuccessful bidders may be named as the reserve
bidder, the implication being that they become the preferred bidder if
the original bidder subsequently does not successfully complete the
contract negotiations. The successful bidder is also debriefed and a
programme for achieving the proposed next steps in the negotiation
process is agreed.
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PSO
Provides clarification on aspects of the bid as required by the client

Production and submission of Best & Final Offer
IF SELECTED AS PREFERRED BIDDER
Fully develop proposal

Negotiation with
construction specialists

Arrange Finance

Negotiate supply
contracts

Negotiate concession contract

Achieve commercial, contractual and financial agreement

Decision to
proceed

Enter into contract

Figure 4.12: Negotiating the Contract – PSO Roles
The PSO must now fully develop the proposal into a workable design
and begin negotiation with those who will act in a subcontract role for
construction and specific aspects of the operation phase. At this
stage, the finance for the project must be secured. From the
contractor’s perspective, the design and building processes will be
familiar

and

will

provide

an

opportunity

for

incorporation

of

buildability issues. For the operator, central involvement in the design
process is an opportunity to incorporate operation issues to an extent
that may not have been encountered in the past. From all partners’
perspectives, the overall costs of the project will be of paramount
importance and the financial partner will be constantly analysing
design decisions in order to control lifecycle costs. The operator will
be

the

principal

partner

in

sourcing

supply

and

operation

subcontractors, whilst the financial partner will carry out most of the
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work involved in meeting the due diligence requirements of the
financial backers.
Once the requirements have been met, the finance for the project will
be secured. When the final design is nearing completion and the
financial and operational issues have been resolved, the PSO enters
negotiation of the concession contract with the DOES. On successful
negotiation, and on receipt of final approval by the Department of
Finance, the DOES and the PSO reach commercial, financial and
contractual close and the construction phase begins.
In order to maintain control in the negotiation phase, the PSO must
appoint a Project Manager who will ensure that no one partner’s
objectives dominate the decision making process. This role will
require a strong willed manager who is highly competent in managing
complex projects and in dealing with people who have diverse
objectives.

The

Project

Manager

would

ideally

be

highly

knowledgeable in the PPP/PFI process and be an experienced
negotiator.
4.3.3 Construction Stage
The role of the PSO during the construction stage is different from
that on a traditional contract in that it is in their commercial interest
to design out any future problems that may occur during the
operational life of the building. Consequently, it is possible that the
construction costs may be higher in a PPP project with a view to
making

savings

over

the

concession

period.

Under

traditional

procurement, a contractor may suggest such a course of action to a
client who may or may not act on such advice. However, the
contractor is only likely to give such advice where a commercial
advantage would accrue to the contractor in the event of the client
accepting the advice. Under traditional procurement, the client’s
consultants would supervise the work of the contractor. Under PPP
the client’s supervisory role is replaced with that of the PSO partners.
Whilst each PPP has its own breakdown of roles, the tasks typically
undertaken by the PSO in a PPP are as illustrated in Figure 4.13.
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Contractor

Financial Partner

Operator

Co-ordinates design

Begins to draw
down finance

Operational issues
raised and clarified

Financial
monitoring and
reporting to
investors

Continued input to
construction
management.
Begins planning of
commissioning and
handover

Final Design

Planning and
management
of
construction
operations

Project planning,
quality assurance,
management of
time, cost, quality
and safety

Commissioning
Completes
outstanding works
and assists
facilities manager
in the
commissioning of
the building

Draws down the
remaining finance

Manages the
commissioning of
the building and
the
commencement of
the operational
service of the
building

Figure 4.13: PSO role in the construction stage
As the PSO carries the construction risk, it is in its interest that the
design is fast-tracked to allow early commencement of construction.
Whilst, the PSO is one organisation for the purpose of the project, it
uses the individual strengths of the partners to address different
issues in the construction phase whilst having the overall effort coordinated by the Project Manager. Final design details are resolved
and construction gets underway. Ongoing quality monitoring is
essential and would normally be part of the role of the contractor. The
financial partner, using information provided by the contractor, would
carry out cost monitoring. The contractor and the operator would also
monitor technical progress. Gunnigan (2003) notes an example of
such monitoring in the National Aquatic Centre project where the
operator’s Director of Sport attended all technical meetings to ensure
that any decisions taken would not compromise the technical
standards

required

for

international

swimming pool.
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It is essential that the PSO begins to get an income stream from the
project at the earliest possible date. Consequently, all work must be
carried out in such a manner to allow the building to be commissioned
and made ready for use with the minimum of delay. This will involve
the input of the operator in the planning of the project and in
particular

in

the

planning

of

the

services

installation.

On

a

traditionally procured project, the contractor is under financial and
contractual pressure to achieve practical completion. In PPP, the
contractor is under pressure to achieve final handover.
When the operating phase begins, the DOES will begin to monitor the
performance of the PSO in providing the service. Such monitoring will
also be carried out by the financial backers. It is essential therefore
that the PSO’s performance monitoring system is designed to address
all of the criteria defined in the project agreement and all of the
issues that were raised by the financial backers in the earlier stages
when proof of due diligence was required. Once the building is
commissioned and begins operation, the role of the operator becomes
dominant. Whilst financiers will be familiar with the role of partner in
a long-term investment, a contractor new to PPP now finds itself in a
new role. It is important therefore that the contractor - and the other
partners - have a clear means of monitoring the performance of its
investment. Clearly this is an issue that would have been agreed at
the formation of the PSO.
As the Project Agreement will have a procedure for dealing with
changes that are required in the service, the PSO must have the
capacity to carry out such changes and a mechanism for dealing with
the costs arising from such circumstances. If the changes are
operational, the PSO should assess the requirements and advise the
DOES of the consequences to the service charge of such change. If
the change involves further capital, the PSO should assess the extent
of the investment involved and agree with the DOES the means by
which the costs would be met. On agreement, the work would be
carried out and the PSO’s costs recouped by the means agreed.
Where legislative change occurs, a similar exercise would be
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instituted and the costs would rest with the party carrying the
legislative risk.
As the PPP contract nears completion, the PSO will be obliged to
ensure that the school building is in the condition required by the
contract. As it will have agreed maintenance and upkeep schedules
with the DOES early in the operational stage, the DOES will now
exercise its right to carry out a dilapidation survey to ensure that the
facility is in the condition required. If it is not, the PSO will be
required to carry out the work necessary to bring the school building
up to the required standard. The DOES will then have a number of
options for the running of the school including re-tendering the
operation contract. However, the PPP/PFI market has not yet reached
a sufficient level of maturity to clearly identify the issues that typically
arise in an end of contract review. Consequently, this work does not
investigate this issue further at this time.
4.3.4 The Role of the PSO – Summary
It is clear that there is a shortage of published literature outlining the
role of a private sector organisation in a PPP. The Construction
Industry Federation in Ireland has confirmed that they know of no
such guide for Irish contractors, whilst the Construction Industry
Council’s (1998) Constructors Key Guide to PFI is the only guide
specifically aimed at contractors in the UK. However, as the private
sector must follow the public sector procedures, it was possible to
establish what the role of the PSO would be in a PPP. What is missing,
however, is an account of how the individual members of a PSO and
the roles of individuals within these organisations relate to each
other. A number of academic sources have been found that refer to
specific issues for the private sector and these have been cited in this
section. Despite the apparent lack of guidance, the evidence shows
that competition for PPP contracts is keen, thereby suggesting that
the PSOs are adapting to PPP and developing the procedures
necessary to survive in the PPP market. This supports Gallimore,
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Williams and Woodward (1997) assertion that the private sector will
adapt to PPP as it has a culture of “deals not rules”.
This analysis has raised a number of specific issues that have the
potential to cause difficulty for members of a PSO, namely:
1. Involvement in a PPP requires the building of new working
alliances and a move from short term planning to long term
planning.

The

move

back

to

the

role

of

construction

subcontractor in the water services projects shows that a
number of contractors are more comfortable in the short term
planning environment;
2. There are many instances where new skill sets are required but
there is little evidence that the necessary sector specific
training will be provided for those who need it until the deal
flow is established. Apart from the roads sector and the water
services sector, the PPP market in Ireland is still in a state of
early mobilisation. In the schools sector, only three PPP
projects have reached construction stage and although a
number of others have now reached the procurement stage,
the absence of deal flow to this point in time has resulted in the
private sector taking a “wait and see” stance. It is clear that
the private sector will only mobilise for the schools PPP market
when it is certain that a flow of deals will come to the market;
3. There is a danger that the objective of the PSO to make a profit
will overshadow the needs of the user of the school. To
counteract this, the PSO must develop greater understanding
of a number of school specific issues such as the type of
education provided and the actual needs of the school users;
4. The cost of bidding is extremely expensive. It does not appear
to make financial sense to have a project that must be
designed by three different bidders – and incur all of the
bidding costs - when two of those designs will never be used.
Apart from a handful of the larger contractors, very few can
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afford to enter the PPP market and be prepared to risk bid
failure.

4.4 SUMMARY OF THE CHALLENGES FACING CONTRACTING AUTHORITIES
AND PROVIDERS OF SCHOOLS THROUGH PPP
In Chapter 1, the changes resulting from the introduction of PPP were
outlined under the headings of:
•

transfer of Risk;

•

value for Money;

•

management;

•

innovation.

The challenges facing those involved in schools PPP will now be
summarised under these headings.
4.4.1 Transfer of Risk
Clearly, transfer of risk is addressed under the PPP guidelines and
certain elements are being transferred. However, there is no
noticeable effort being made to jointly develop measures that would
address and reduce each type of risk. This reflects the adversarial
nature of the PPP relationship where one party wishes to transfer risk,
whilst the other seeks to extract as high a price as possible for
accepting the risk. The challenge is to develop a project focused
approach to risk that all parties will be satisfied to work towards.
4.4.2 Value for Money
The PSB for the Grouped Schools project showed that the final agreed
cost was 17% higher than would have been expected under
traditional procurement. As this was a pilot project and several
changes in the PPP guidelines resulted from the wider programme of
pilot projects, it is expected that future PPP schools projects would
not be allowed to proceed unless value for money was achieved. In
addition, there is evidence of dissatisfaction among bidders at the
high cost of the tendering process. The challenge is to examine value
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from a wider perspective whereby value issues important to all
parties would be addressed.
4.4.3 Management
The management by the public sector of the Grouped Schools PPP
project, as scrutinised by the Comptroller & Auditor General was
found to be somewhat less than perfect. Fundamental errors were
highlighted such as the calculation of critical costings without allowing
for VAT, thereby resulting in significant losses. Whilst it is necessary
to highlight the problems that occurred, there is a danger that
significant damage has been done to the case for PPP. With the major
changes in procedures that PPP requires, the level of change that is
necessary to introduce these new procedures, the need to develop
new skills and knowledge, and the risk that errors will be highlighted
by future reports, it is possible that senior civil servants would now
rather

procure

schools

by

the

tried

and

trusted

traditional

procurement route away from the glare of possible controversy.
Whilst the decision to use PPP may not be made by civil servants,
they can exert considerable pressure on the decision makers to take
such a course of action.
The current system of choosing the PSO at such a late stage in the
process is resulting in significant and eventually unnecessary design
costs, as two out of the three bidders fail having spent millions of
euro preparing a bid. This situation is resulting in huge losses for the
unsuccessful

PSOs

making

the

current

procurement

process

unsustainable in the long–term in a construction industry the size of
Ireland’s. To date only a handful of Irish companies have become
involved in PPP and it is unlikely that others will become involved if
bidding costs remain so high. Two things could be done to reduce the
costs. Firstly, the deal flow must be increased to ensure that an
unsuccessful bid on one project could be modified and become
successful on another project and, secondly, the procurement process
could be changed to bring the PSO on board much earlier in the PPP
process possibly using similar criteria as that used in Early Contractor
Involvement (ECI), thereby maximising a partnering type approach to
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PPP. This suggestion will be explored further in section 4 of this
chapter. The management challenge lies in correcting the current lack
of a partnering environment in PPP. From the literature reviewed,
there is little to suggest that those involved in a PPP set common
goals, plan together to achieve those goals and benefit fairly from the
joint achievement of such goals. If anything, PPP is an uneasy alliance
where both parties have diverse aims and use a legally binding
contract as a means to achieving those aims regardless of the aims of
others.
4.4.4 Innovation
Whilst there is evidence of innovation in PFI schools (Eaton et al.,
2005), the findings of UK Audit Commission revealed no difference in
use of innovation between PFI schools and those procured by
traditional means. No innovation was apparent in the Irish Grouped
Schools project though some commentators have expressed the view
that the
innovation.

200+
The

page

Output Specification

statutory

process

in

left

little room for

Ireland

requires

an

Environmental Impact Statement (EIS) for all infrastructure projects
that are seeking planning permission. In turn, a full design is required
in order to compile the EIS. As the PSO is not brought on board until
the statutory process is completed, there is little scope for innovation
in design on such projects. However, a number of the recently
completed motorway projects have been opened with up to 33% time
savings, suggesting that innovation is being used in the construction
stage. Whilst the restrictions on design do not occur in a schools PPP,
there is no evidence of design or construction innovation on these
projects. The challenge is to find a means of tapping into the
innovation that is expected to follow from private sector involvement
and to maximise the resulting benefit of such innovation to all of the
project partners.
This chapter has examined the challenges that face those who
become involved in a PPP and has highlighted the issues that must be
resolved if the potential of PPP is to be maximised. The following
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chapter delves deeper into these issues to find the root causes and to
plot the further course of this research in seeking a solution.
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CHAPTER 5 ADDRESSING THE CHALLENGES THAT ARE EMERGING IN
THE CONTINUED INCREASE IN PPP/PFI USE
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5.1 INTRODUCTION
The challenges that have been highlighted in Chapter 4 will now be
examined to establish a means by which each can be overcome. To
achieve this, literature from the wider PPP field and from the field of
organisational behaviour will be reviewed. This chapter brings to an
end the work on the first four objectives and will conclude by
summarising the progress of the research to this point.
The challenges highlighted in Chapter 4 are summarised as follows:
•

an environment of true partnership must be developed with
each partner being committed to the overall goals of the
partnership rather than the specific goals of their own
organisations;

•

all of the partners in the PPP must work together to reduce and
manage risk;

•

value issues for all partners must be identified and addressed;

•

the potential for innovation in maximising benefits to all
partners must be harnessed.

As all of these challenges involve closer co-operation between the
project partners, it is worth investigating the issues that arise when
the public and private sectors must work together. In such an
investigation, a key issue to be explored is the difference between the
public sector and the private sector. Beginning with an outline of the
cultural make-up of the public and private sectors both at sectoral
and employee level, each of the stated challenges is addressed in
turn identifying the changes that must be made to address each
challenge.
5.2 CULTURE AT SECTOR LEVEL
In Chapter 1, the following definitions of the public sector were
presented:
The Public Sector is defined as:
“The part of an economy in a mixed economy that covers
the activities of the government and local authorities”,
(Pallister and Law, 2006);
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“The part of an economy that is controlled by the
Government”,
(2005)(Dictionary.com, accessed 27 February 2007).
These definitions refer to the public sector as a part of the economy
that is under the ultimate control of the state. The public sector
comprises a number of groups and individuals who are employed by
the state to control the services provided by the state to the citizens
of the state. In giving these groups the authority to act on behalf of
the state, clear rules must be defined to ensure that the authority is
exercised effectively and efficiently for the common good. This is the
reason that the public sector concentrates on “rules not deals” as
highlighted by Gallimore et al, (1997). As a result, when a new
system of work is imposed, the public sector will develop a new series
of rules by which the new system will operate. Such systems must
ensure that there is a means by which the accountability of those
operating the system can be assessed, that there is a mechanism
whereby the value of the public investment can be reviewed and that
the rights of the citizens are protected. Invariably, as a new system is
introduced, the rules will continue to be developed and refined until
they reach a workable equilibrium that will guide the behaviour of the
public sector. The introduction of the Irish Government’s regulations
on PPP is a good example of development and refinement of a new
set of rules to permit the public sector to become involved in PPP.
However, whilst the public sector now has its rules in place, PPP
involves the development of a long-term business relationship with
the private sector and it appears that the private sector has difficulty
with some of the rules that define the terms of the relationship.
In Chapter 1 the following definitions for the private sector were
presented:
“The parts of the economy not run by the government.”
(Pallister and Law, 2006);

“The part of the national economy not under direct state
control.”
(Dictionary.com, accessed 27 February 2007).
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The individuals and groups that work in the private sector are
accountable to their own organisations and to the laws of the state.
Within the organisation, the development of competitive advantage
and the need to provide a return to the stakeholders are the key
criteria by which individual success is judged (Porter, 1980). There is
no requirement for accountability for the common good and no other
public accountability except in the case where negligence results in
the law of the land being broken. Consequently, the rules of operation
that govern the behaviour of the private sector are generated within
the private sector organisation.
Unlike the public sector, organisations in the private sector exist in an
environment where they compete with each other for survival and are
constantly looking for a competitive edge (Sabatine, 1999). Where it
is necessary for two or more private sector organisations to cooperate
in order to achieve a common aim, these organisations will jointly
work

out

the

rules

that

will

govern

the

behaviour

of

each

organisation. Where such cooperation is necessary on an ongoing
basis, partnerships can develop again with agreed specific rules of
operation. Where industry wide issues require the involvement of a
large number of organisations, trade associations are formed with the
original members deciding on the initial rules. New members may
join, provided they agree to abide by the rules. Furthermore, a
mechanism will exist within such an association whereby the rules can
be changed to allow the members to maximise opportunities that
develop in the business environment.
In the private sector, therefore, rules of operation are seen as a
means to define the parameters of a business relationship that will
benefit all parties in the relationship. In the public sector, the rules of
operation are seen as a means of protecting the state and those who
act on behalf of the state. This is one of the fundamental cultural
differences that determine the behaviour of those who work in one or
other of these sectors.

120

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 5

5.3 CULTURE AT THE INDIVIDUAL LEVEL
In a time when financial rewards in the private sector are at an all
time high (Techstaff, 2007), there are many thousands of people who
prefer to work in the public sector. These people hold an enormous
range of positions ranging alphabetically from architects to zoologists.
They include, amongst others, professionals in the fields of education,
health care, infractructural development and law. Many of these
people

are

employed

in

administrative

and

clerical

positions.

Together, all of these people operate the systems that provide the
citizens of the state with the public services that are required if the
state is to continue to grow and develop as a modern economy.
Hebson et al., (2003), citing Pratchett and Wingfield (1996), identify
Accountability, Public Interest, Bureaucratic Behaviour, Motivation
and Loyalty as the five principles associated with the public sector
ethos. Using these principles as a framework, Table 5.1 below
summarises the differences between employment in the public and
private sectors at an individual level. This table is followed with a
review of the literature that supports the differences highlighted in
the table.
Principles
Accountability

Public
Interest

Bureaucratic
Behaviour

Motivation
Loyalty

Public Sector
Committed to
implementing public
policy – accountable
to the head of the
relevant public body
Concerned with the
public good and with
the needs of individual
people
Implement the rules in
an impartial and
objective manner
Primarily intrinsic
Complex set of
loyalties to
department,
institution, the wider
community

Private Sector
Committed to achieving output
targets set by the organisation

Confined to that required by
law

Concerned with results, will try
to get agreement to change
the rules if they are preventing
achievement of target output
Both extrinsic and intrinsic
Loyalties to goals of the
organisation and to personal
goals

Table 5.1. Differences between employment in the public and
private sectors
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5.3.1 Accountability
Huberts et al., (2003) shows accountability to be a core value of the
public sector whilst it is viewed as a desirable value of the private
sector. Hebson et al., (2003), through study of health workers who
transferred to the private sector as a result of PFI provision,
concluded that public sector workers are driven primarily by a
concern for working in the public interest. In contrast, they suggest
that private sector workers are driven primarily by output and profit
targets set by their organisations and that this is resulting in a
decrease in quality in service under PPP. This shows a distinct
difference in attitude between the two sectors.
5.3.2 Public Interest
In researching the civic attitudes and behaviours of individuals,
Brewer (2003) found that public servants are more altruistic and civic
minded than other people and that they are more likely to be
motivated by a strong desire to perform public, community and social
service. Brewer further states that these findings show the attitudes
likely to be displayed by those who are suited to working in the public
sector rather than attitudes that are developed as a result of these
people working in the public sector.
5.3.3 Bureaucratic Behaviour
Gallimore et al (1997) best summed up the difference between the
public and private sectors by stating that public sector workers were
concerned with “rules not deals” whilst private sector workers were
concerned with “deals not rules”. Huberts et al., (2000) shows that
contradicting public and business ethics leads to a difference in
behaviour where the public sector acts as a guardian whilst the
private sector is driven by a commercial approach. This shows that
those working in different sectors can exhibit different behaviours to
the same set of circumstances.
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5.3.4 Motivation
In examining the differences between public and private sector
motivation, Houston (2000) set out to ascertain what it is that
motivates public sector workers. Houston found that public sector
workers place less importance on higher pay and more value on the
actual work they do than do private sector workers. Houston also
found that public sector workers place a higher value on opportunities
for promotion and job security than private sector workers. Houston
concludes that applying motivational schemes, derived in the private
sector, as an incentive to achieve change in the public sector, will not
necessarily achieve the required results as workers from the different
sectors are motivated by different factors. This view confirms earlier
research in this area by Kellough and Lu (1993) and Ingraham
(1993).
The challenges to the development of PPP identified above, relating to
partnership,

risk,

value

and

innovation

will

now

each

be

systematically examined in the light of the organisational culture
differences that exist between the public and private sectors. As the
attitudes of individuals appear to be important in the difference
between public and private sector, it is important at this stage to
define what is meant by an attitude. Oppenheim (1992) defines an
attitude as “…a state of readiness, a tendency to respond in a certain
manner when confronted with certain stimuli”. Bohner and Wänke
(2002) define an attitude as “…a summary evaluation of an object of
thought”.
There are three elements that together comprise an attitude
(Zikmund, 1997), namely:
•

the

affective

element

–

which

displays

general

feelings/emotions to something;
•

the cognitive element – which displays awareness/knowledge
of something;

•

the behavioural element – which reflects a disposition to action
about something.
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The strength of each of these elements defines the overall attitude of
an individual to something.
5.4 DEVELOPING A TRUE PARTNERSHIP ENVIRONMENT
The terms ‘Partnership’ and ‘Partnering’ are often used to describe
working closely together. It is important at this stage to clarify the
similarities and differences between these terms as they are used
extensively together from this point on.

In its narrowest sence, a

partnership can be defined as a contract between persons engaged in
a business (Davidson et al., 1988). However, in recent years, it has
become viewed as more than that. The Social Partnership – partly
responsible for the increase in Ireland’s economic prosperity over the
last decade – is not a contract but involves agreement between
government, business, unions and community groups as to how
ongoing change is to occur in Irish society at a national level. In this
case, diverse groups must take into account the issues that are
important to others and must together work towards resolving the
issues

that

the

partnership

as

a

whole

agrees

to

address.

Development of the true partnership environment is concentrated
more on this wider view of partnership.
Bresnen and Marshall (2000) cite a number of definitions for
partnering including:
“…long-term agreements between companies to co-operate
to an unusually high degree to achieve separate yet
complementary objectives.”
(Construction Industry Institute, 1991)
“… a long-term commitment between two or more
organisations for the purpose of achieving specific business
objectives by maximising the effectiveness of each
participant’s resources.”
(NEDO, 1991)
Bennett and Peace (2006) describe partnering as:
“ …a set of actions taken by the work teams that form a
project to help them cooperate in improving their joint
performance.”
From this it can be seen that whilst there is agreement on what
partnering

is,

partnership

can

vary
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concentrating on the contract to a much wider definition that
encompasses elements of partnering. It is this wider definition that
the author refers to when discussing true partnership. The principles
of partnering coincide with the message of Latham (1994) that the
level of adversarialism in the industry can be reduced by greater
integration and co-operation between partners – in other words – by
moving towards greater adoption of partnering. It is widely reported
that partnering brings benefits to the project. Bennett and Jayes
(1998) research cited examples of adoption of partnering reducing
construction costs by 30% and construction times by 60%.
A true partnership consists of three levels as shown in Figure 5.1
(Minister for Economic Affairs, 2001).

Spirit

Cooperation

Formal
Partnership
Agreement

Figure 5.1: The Levels of Partnership
(adapted from Minister of Economic Affairs, 2001)

The “Spirit” level represents the willingness of each partner to
examine means by which a common approach can be found to
resolving an

issue. At this

level, there must be a common

understanding of the issue to be resolved and a willingness to work
together to solve the issue. Once the Spirit level has been achieved,
the partners can enter the “Cooperation” level and set about
cooperating to resolve the issue. This would involve the setting of
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joint goals and deciding on the means by which the resolution of the
issue would be approached. The “Formal Partnership Agreement”
level is the point whereby a legally binding agreement is drawn up
and entered into by the partners.
5.4.1 Why is it not happening now?
The effectiveness of the operation of the partnership at each level is
therefore dependent on the degree to which the partners have first
worked through the preceding outer level. From the literature
reviewed, it is apparent that the emphasis has been placed on the
Formal Partnership Agreement level with much less emphasis being
placed on the preceding levels. This reflects the public sector attitude
that the rules of the partnership are of primary importance in that
accountability can be assured. The private sector attitude would be
more concerned with the outcome of the partnership. As a result of
this difference in attitude and the fact that the public sector attitude
defined the way in which the partnership operates, there is no
evidence of agreement on common project aims, of cooperation to
identify and reduce project risk or of trying to maximise value as a
team.

As the sectors have worked for decades under adversarial

contracts, it is not surprising that such a spirit of partnership and
level of cooperation does not exist. In addition all evidence of training
that is being provided shows each sector trying to protect its own
position rather than work in partnership.
5.4.2 What outcome is ideally required?
The ultimate aim of a schools PPP is to produce a building that will
accommodate the educational activities of a community for a period
of 25 years in a means that will provide best value for the taxpayer.
To achieve this aim, it will be necessary to fully understand the
educational needs of the pupils, the working needs of the teachers
and the needs of the community that the facility is to serve. It will
also be necessary for the school authorities and the community to be
aware of the limits that the DOES can go in order to meet these
needs.
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5.4.3 What can be done to meet the challenge?
It will be necessary for the DOES to spend some time in gaining the
necessary understanding of the needs of the eventual users and in
briefing the users on the limits to which it can go to meet these
needs. Once PPP has been identified as a potential route, a PPP
Assessment should be carried out to confirm whether or not PPP is to
be the preferred method of procurement. On completion of this
exercise, the DOES must place all available information in the public
domain and invite prospective PSOs to join in the development of the
initial level of “Spirit” in the partnership. A mechanism for this
process already exists at present in the public briefings that the DOES
conducts in order to establish market interest in the project.
However, greater emphasis should be given at this stage on the
needs of the school users and how the PSO must work with the DOES
to meet those needs with the finance available. Concerns that the
DOES may have about the PSO knowing the amount of finance
available for each school should not be an issue, as an indication of
this figure is already made available in the annual school building
programme which is published on the DOES website. In addition, all
of the PSOs are aware of the standard DOES accommodation rates
per pupil and the standard DOES costs per square metre for school
accommodation.
Other tasks required of the DOES at this stage would be the
preparation of standard Project Agreement Documentation, Payment
Mechanism documentation and the Tender Evaluation Procedures. At
the end of the partnership Spirit building stage, PSOs would be
invited to tender for the project. This brings forward the procurement
process and changes the timing of the stage of the PPP. A comparison
of the proposed PPP process with that of the current process is
illustrated in Figure 5.2.
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PROPOSED PPP
STAGES

CURRENT PPP STAGES

Detailed Appraisal &
Partnership Spirit Building

Detailed Appraisal

Procurement and
Cooperation Building

Statutory
Process

Preprocurement

Statutory Process & Formal
Partnership Agreement

Procurement

Design and Construction

Construction

Operation

Operation

Review

Review

Figure 5.2: Proposed Staging of PPP Tasks

5.4.4 What cultural issues must be addressed?
Making these changes raises a number of cultural issues. Firstly, it
would require the DOES to become more open and to move away
from the detailed procedures that have been put in place to manage
PPP. It has been established that public sector workers develop rules
to protect the state and its employees. Consequently, it would be
unrealistic to expect the DOES to work without rules. Secondly, the
individual staff members of the DOES have nothing to gain from
further change. They have already gone through the process of
running

a

pilot

project

and,

following

the

somewhat

critical

Comptroller and Auditor General’s Report into the Grouped Schools
Project, they may not want to try yet another new way to procure a
school, especially if this would result in further detailed scrutiny.
Public sector workers are generally motivated through the perceived
value of the work that they do, and for the security and the
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opportunities for advancement that their employment provides. A
further pilot project that could go wrong provides nothing obvious to
motivate DOES employees. Thirdly, the new system would require the
DOES staff to build up further knowledge of the specific needs of the
school users. This would require further training for staff.
To resolve these three issues, the DOES staff would need to be
convinced that the new system would provide more protection for the
state and the individual DOES staff members than earlier PPPs. They
would need to be convinced of the potential of such a system for
producing a better response to the needs of the school users at a
reduced cost. In short, use of the new system would have to address
the issues that promote motivation in public sector workers.
From the point of view of the private sector, the new system contains
a number of elements that organisations are already proposing such
as earlier involvement in the project process and an ability to gain
appropriate reward for the use of innovation (O’Rourke, 2003b). For
individual private sector workers, it is important that the needs of the
school users should be fully understood and that a clear reward
system would be in place for addressing these needs.
The difference in attitude between the two sectors has emerged as a
potential influence on the way in which the partnerships are working
at present. In order to improve the efficiency of the partnerships, the
level of influence must be assessed and the specific influencing
aspects of these attitudes must be identified.
5.5 WORKING TOGETHER TO REDUCE RISK
5.5.1 Why is it not happening now?
Under the current system, the Contracting Authority in a PPP decides
which risks it intends to carry and which it wants to transfer. Whilst
best practice suggests that a risk should rest with the party best able
to carry it, Irish contractors believe that the amount of risk that the
Contracting Authorities try to transfer is excessive (O’Rourke 2003b).
Similarly, two-thirds of UK PFI contractors are unsatisfied with the
level of risk allocation (Comptroller and Auditor General, 2001).
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Consequently, contractors place a high price on acceptance of such
risk. The option for the Contracting Authority is to either carry the
risk or pay dearly for transferring it. There is no mechanism at
present for jointly working to reduce risk as suggested by Mawji
(2004). Again, the difference in attitude to risk appears to be an
influencing factor. The public sector is risk averse and appears to be
trying to off load as much risk as possible. The private sector must
make a profit and will only accept risk if it results in a gain.
5.5.2 What outcome is ideally required?
Ideally, a mechanism should be developed whereby the PSO and the
DOES work together to identify and reduce each type of risk that
could affect the project. An extensive amount of research exists into
the identification of types of risk and the relevant literature has been
referred to in the previous section. The work of Akbiyikli and Eaton
(2005b) is particularly relevant in relation to proposing a model that
could be applied to the risk identification process.
5.5.3 What can be done to meet the challenge?
The DOES and the PSO must be brought together with the aim of
reduction of overall project risk. Once the risks are identified, the
DOES and the PSO must work together on establishing the root
causes of each risk, the measures to be adopted to reduce the risk,
the procedures for ongoing monitoring of the risk and the PSO’s costs
of controlling the transferred risk. This could then become a standard
procedure across all PPPs and be incorporated into the negotiation
phase of the procurement stage.
5.5.4 What cultural issues must be addressed?
The current system exists as a result of many years of operating in
such an environment under traditional procurement. For the public
sector, the move towards jointly working with the private sector on
reducing risk would initially be approached cautiously as it requires a
change in attitude. The danger of exposing the state to further risk
would be a genuine fear for the public sector and this process would
therefore require very careful introduction. However, the rewards of
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risk reduction to the public sector are significant and this would be a
motivational factor. The private sector must resist the temptation to
make short-term gains in this process and should concentrate on the
opportunity to reduce its long-term financing costs as a result of
lower long-term risk. The short-term construction phase centred
attitudes of the private sector must change to longer term life-cycle
centred attitudes for this change to occur.

Both public and private

sector works should be jointly briefed on the types and causes of
project risk.
5.6 ACHIEVING VALUE
5.6.1 Why is it not happening now?
Whilst the price agreed by the DOES when entering into a PPP will be
benchmarked against traditional costs, the only current incentive to
the bidder to reduce the bid price is to ensure that the bid is not
rejected. This is a game of chance, where the bidder will try to
achieve the highest possible price whilst ensuring that it is low
enough to be accepted. This is the same philosophy that is used in
traditional competitive tendering. Due to the adversarial nature of the
contract relationship, there is no attempt by the partnership as a
whole to work together in order to achieve real value for money. This
shows a major difference in attitude between the public and private
sectors in their approach to value.
In addition, the bid costs are a major cause for concern among PSOs.
Currently bidding for a PPP project is a three-stage competitive
process followed by a Best And Final Offer (BAFO) stage. The
competitive element begins with an expression of interest, continues
with an outline bid and ends with a full bid. At this stage one bidder
(from three or four) is chosen as the preferred PSO and is instructed
to prepare a BAFO. The approximate cost of preparing each of these
bids is €1.5million (O’Rourke, 2003b). Eliminating two bidders at this
stage results in the total bidding costs of the two eliminated
contractors (€3 million) being wasted. O’Rourke states that in some
cases, two bidders are taken to BAFO. Such is the detail required in
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the bid at BAFO that each bidder incurs further costs of approximately
€2 million each. As only one bidder can be chosen, it is inevitable that
one bidder stands to lose €3.5 million at this stage. This gives a final
bid cost figure of €10 million, €6.5 million of which must be absorbed
as a loss by the unsuccessful bidders. Consequently the amount spent
on bidding for a single PPP is totally out of proportion with the
potential for profit from the project (O’Rourke, 2003b).
5.6.2 What outcome is ideally required?
Ideally, both the DOES and the PSO would work together to seek out
and implement measures that would significantly increase value for
money for the project as a whole. To reduce bid costs, the process
would consist of two stages, the expression of interest and the final
bid. In such a scenario, the bidder should be required to produce an
outline design, thereby dramatically reducing the cost of bidding.
5.6.3 What can be done to meet the challenge?
The PSO must be given an incentive to increase value for money.
Currently, profits are usually calculated as a percentage of the bid
price. In choosing the preferred PSO, the DOES could insist on open
book tendering where the PSO’s profit is stated as a sum of money
rather than a percentage of the bid price. A mechanism for
distributing subsequent savings in project costs can be established
thereby encouraging the PSO to use innovative cost reduction
methods. The PSO’s profit figure would be at risk if the project costs
were to rise above the agreed rates but would be significantly
increased if substantial savings were made on the DOES target price.
To address the bid costs challenge, the process as outlined earlier in
Figure 5.2 (Page 128), the two stage bidding process could be
introduced. As the bidder would already be aware of the level of the
target

price,

criteria

such

as

that

used

in

Early

Contractor

Involvement (ECI) (currently in use on a number of Irish and UK
motorway projects) could be used to request bids based primarily on
the quality of the proposal rather than the price.
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5.6.4 What cultural issues must be addressed?
The use of open book tendering is a significant move away from
current methods where the DOES is trying to get the work done at
the lowest cost whilst the PSO is trying to maximise its profit through
carrying out the work. Culturally, both parties must move from their
own positions and adopt the joint goal of minimising the cost to the
state whilst maximising the potential for the PSO to achieve a
reasonable profit. The use of ECI has shown that the public and
private sectors can begin to change and use such methods. However,
ECI is being used in the roads programme where strong working
relationships have developed through the existence of a developing
deal flow and a series of high profile projects that have been
completed inside time and budget targets. Such a positive working
environment

does

not

yet

exist

in

the

PPP

schools

market.

Consequently, trust must be developed whereby the DOES can feel
confident in releasing the target price into the public domain and the
PSO can be confident in divulging the open book construction cost
and the profit figure.
This is an issue that was central to the introduction of the Project
Information Procurement System (PIPS) pioneered by Kashiwagi and
Byfield (2002). PIPS sought to concentrate on the project outcome
rather than the specification. This was found to significantly reduce
the input required by the client during design and construction as the
contractor set an initial guide price for meeting the outcomes and was
then judged on the extent to which the outcome was met. Payment
was made on the achievement of the outcomes rather than the
volume of work done. The price quoted for the work was only used as
a part of the mechanism for calculation of future payments and the
success of the contractor in meeting the outcomes became the
criteria for establishing the level of payment rather than the initial
price quoted. Tests on the use of PIPS to date show a 98% customer
satisfaction rating, no contractor generated change orders and all
projects to date finished within the contract time (Sullivan et al.,
2005). In promoting a system based on open book tendering,
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concentration on the outcomes – already an accepted part of the PPP
system – and showing how this has been used successfully elsewhere
will begin the process of addressing the cultural issues. By changing
the

attitudes

of

both

parties

to

a

long-term

approach

that

concentrates on the full life cycle of the project, the value challenges
can be met.
There are also cultural issues in the proposed changes in the bidding
process. The PPP procurement system that has evolved in Ireland has
been developed by the public sector with considerable assistance
from a number of advisors. There has been little if any involvement
from the private sector in its development. Consequently, it does not
address the needs of the private sector. Such is the concern in the
private sector at the high bidding costs that a number of senior
figures in the private sector have indicated that the future of the
entire PPP programme is in doubt if this issue is not addressed
(O’Rourke, 2003b). On the other hand, the contracting authorities in
the public sector are under the scrutiny of the Comptroller and
Auditor General whenever any new system of procurement is
introduced and the immediate resultant aim is to ensure that the
state is seen to have been protected to the maximum possible extent.
The ongoing tribunals in the Republic of Ireland have resulted in a
number of former civil servants and former government ministers
being jailed for corruption. Consequently, systems that are now being
developed by civil servants in Ireland are likely to offer even more
protection to the state at the expense of meeting the needs of the
private

sector,

scrutinised

as

when

these
they

systems

became

will

themselves

operational.

As

a

be

further

result,

the

introduction a new system that could be perceived in any way as
being more favourable to the private sector would necessitate
considerable testing and verification in order to convince civil servants
of their value.
The key lies in how such a new system would be perceived. If the
Irish PPP programme is indeed in danger of collapse as suggested by
O’Rourke (2003b), there is considerable political gain in producing a
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means by which it could be rescued. To get to that point the following
must be addressed:
•

to gain public sector support, the rules of operation of the new
system must be clear and concise;

•

the new system must clearly identify the project objectives and
show how they will be achieved;

•

the public sector resources needed to operate the new system
must be identified and be made available;

•

there must be a regular planning and review process that will
monitor progress;

•

there must be a procedure that will clearly identify any early
warning signs that something is not right;

•

there must be a means of shutting the project down, if
something is going seriously wrong;

•

there must be clear targets for bid cost reduction;

•

there must be a mechanism whereby the bidders can interact
with all of the stakeholders in order to produce a realistic bid;

•

there must be clear guidelines for bid preparation;

•

there must be clear and transparent bid evaluation procedures.

These issues must be worked out jointly by a working group of
interested parties in the public and private sectors. Once agreement
is reached, the new system can then be used on a pilot project.
5.7 HARNESSING THE POTENTIAL FOR INNOVATION
5.7.1 Why is it not happening now?
The 200+ page Output Specification that was prepared by the DOES
for the Grouped Schools Project is likely to have left little room for
innovation (Hurst and Reeves, 2004). Similar issues are highlighted in
Irish roads PPP projects where an Environmental Impact Statement
(EIS) is required at the Statutory Process stage. As an EIS in Ireland
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requires a full design, there is little scope for design innovation by the
PSO who joins the project at the Procurement stage.
5.7.2 What outcome is ideally required?
Ideally, the potential of the PSO to produce innovative solutions
should be maximised both in the design and construction phases.
5.7.3 What can be done to meet the challenge?
The consequence of providing very detailed specifications is that the
facility produced must be judged on the technical descriptions
provided in the specification. Such a specification defines the
minimum acceptable technical standard for the facility that is to be
provided. However, by stating the required outcome in performance
terms, for example, the suitability of the learning environment rather
than the standard DOES guidelines for space, heat and light, the PSO
is given much more freedom to innovate. Development of this type of
output specification will require the DOES to concentrate on the
actual use of the building rather than standard guidelines and will
require the PSO to learn more about the requirements of educators
prior to the design phase. It is this requirement of getting the builder
to concentrate on the outcomes that is identified as one of the main
factors of success of PIPS (Kashiwagi and Savicky, 2003). This is also
the thrust of Murray’s (2005) argument that PPP and Performance
Based Building agendas should be addressed simultaneously.
5.7.4 What cultural issues must be addressed?
The DOES has been the authority that specified and approved the
construction of new school buildings for decades. Moving to a system
whereby the DOES would not guide the PSO with a technical
specification would require a change in mindset for the DOES. The
potential for the PSO to “get it wrong” in the view of the DOES would
constitute a considerable political risk and the system would require
some means by which the DOES could transfer the risk. As all
contractors rely on the client – through the Architect – for some
element of technical direction, a move to being paid for provision of a
school building through an output performance specification would be
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a considerable change. To gain confidence in working to an output
performance specification, the rules and regulations of such a system
must be established and many of the issues earlier referred to under
bid cost reduction must be revisited. Prior to that, both parties must
be convinced of the need for and advantages of any new system.
5.8 SUMMARY
This

chapter

has

concentrated

on

the

need

to

address

four

challenges, namely:
•

development of an environment of true partnership;

•

implementation of a joint approach to project risk reduction;

•

achievement of real value;

•

maximising the potential for innovation.

Several aspects of the current system were seen to be preventing
these challenges from being resolved. One of the issues that
continued to arise was that of the difference in attitudes between the
two sectors and the potential influence that this had on the level of
success in meeting each of the challenges identified. The following
chapter draws together the knowledge gained from addressing the
first four objectives and proposes a conceptual model which will be
used as a basis for further investigation of a means of improving
effectiveness of PPP on future projects.

137

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 6

CHAPTER 6: A CONCEPTUAL MODEL OF THE CURRENT PPP PROCESS
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6.1 INTRODUCTION
This chapter draws together the knowledge gained from addressing
the first four objectives and proposes a conceptual model which will
be used as a basis for further investigation of a means of improving
effectiveness of PPP on future projects. One of the issues raised in the
literature in the previous chapter has been the fact that there are
differences in attitude between the public and private sectors and, on
investigation of the challenges arising, these attitudes seem to be
influential in the creation of the challenges. These attitudes appears
to be influencing the current output of the PPP process and it is
somewhat surprising therefore to find a total lack of previous
research into the relative effect of public and private sector attitudes
on partnerships between the sectors. In taking this research to the
next level through to the development of an analytical model, it will
be necessary to investigate the effect of these attitudes on project
outcomes.
6.2 DEVELOPING A MODEL FRAMEWORK
This research will now concentrate on developing the conceptual
model from which the final analytical model will be developed. There
are several different types of analytical models, many of which have
been used for centuries (Griggs, 2002). However, the type of
analytical model to be used depends on the purpose of the analysis
and the type of information to be analysed. Bearing in mind that the
overall aim of this research is to promote greater effectiveness in PPP,
the model must address the PPP process and the outcomes of the
process. By definition therefore, a process model is required. In its
simplest form, a process model has three principal parts as illustrated
in Figure 6.1.

Inputs

Process

Output

Figure 6.1: Simple Process Model
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In reviewing the analysis of the challenges, it can be seen that the
extent to which the development of a true partnership is achieved will
define the level to which achievement of Risk, Value and Innovation
challenges will be successful. In identifying the outcomes required of
this model, outcomes relating to Risk, Value and Innovation are
therefore appropriate. These outcomes could be judged in relation to
their success in meeting objectives that related to a true partnership
approach. For example, a successful value outcome would be one
where value was achieved by all parties with all parties working to
joint value objectives. The model should be flexible enough to show
that there are other outputs that are not specifically identified in this
research.
The process part of the model would encompass the stages through
which the PPP process is conducted. As noted in the previous section,
the PPP process is far from perfect and sometimes results in
undesirable outcomes. However, the process itself is subject to
inputs. These include the guidelines under which the process
operates, the market conditions and the contracts used to form the
partnerships. However, the attitudes of participants was noted as
being a potential influence on the process of PPP and these attitudes
should be tested to establish the extent to which this claim of
influence is valid. A number of further currently unidentified inputs
may also exist and it is important that the model could be used to
find any such inputs.
By including these factors, the model takes on a more sophisticated
appearance as shown in Figure 6.2.
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Inputs

Outputs

PPP
Guidelines

Output

Market
Conditions

1

Risk

Process
Contracts

Value

Participant
Attitudes

Innovation

Other Inputs

Output

n

Figure 6.2: Initial Framework for Conceptual Model
Using this model, it will be possible to examine a fixed input and trace
its influence through the process to predict the likely outcome. By
including a feedback loop as shown in Figure 6.3, the model can be
used to learn from the experiences of past projects and regulate the
inputs on new projects to get the desired output.
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PPP
Guidelines

Output

Market
Conditions

1

Risk

Contracts

Value

Process
Participant
Attitudes

Innovation

Other Inputs

Output

n

Feedback

Figure 6.3: Revised Framework for Conceptual Model
It will also be possible to use the model in reverse, where a specific
output is required. To achieve this, the process conditions for the
outcome will be defined and the inputs will be analysed to establish
whether or not the required process can in fact take place. Using the
model in this way will allow PPP practitioners to assess the inputs that
are necessary to achieve a specific outcome.

6.3 SUMMARY OF RESEARCH TO DATE
This research aims to develop and verify an analytical model that will
be used to identify strategies which will lead to greater effectiveness
in future PPP. A series of eight objectives were established as steps
towards achieving this aim. Figure 6.4 illustrates the progress of the
research to this point and shows that, through the literature review in
the preceding chapters, the first five objectives aim have now been
achieved and a framework for the model has been proposed.
However, the process followed to achieve these objectives has raised
the question of the effect of the project participants’ attitudes on the
PPP process and thereby on the project outcomes. Consequently, the
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attitudes of the participants are included as an input in the model
(figure 6.3) but the legitimacy of its inclusion needs to be tested.

Input
(Research
Aim)

Process
(Literature
Review)

Research
Outcomes
(to date)

To develop and verify an analytical model that will be used to
identify strategies which will lead to greater effectiveness in
future PPP

∗

Develop an in-depth understanding of the
differences between the roles of the
participants in traditional projects and PPP
routes;

∗

Critical appraisal of the use of PPP/PFI in the
provision of educational facilities;

∗

Establish the challenges
participants PPP/PFI;

∗

Establish a means by which these challenges
can be addressed

∗

Propose a conceptual model to be used as a
basis for further investigation of a means of
improving effectiveness of PPP

1.
Requirements
for Change
Established

2.
Framework
for
Analytical
Model

facing

the

key

3.
Potential
Effect of
Participant
Attitudes on
Project
Outcomes

Figure 6.4: Research Progress to date
In moving the research into the further development of the model,
data relating to one of the inputs must be gathered and tracked
through the model to assess the impact on the outputs. As this
research has identified project participant attitudes as one of the
potential inputs, it is this input that will be researched. In doing so,
test data for the model, relating to this input, will be gathered by
measuring the attitudes of the participants on one or more projects.
In a parallel exercise, specific project outcomes that have already
occurred will be measured. The conditions within the PPP process will
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be examined to establish the likely causes of the outcomes. Once the
influencing elements of the PPP process on the project outcomes have
been identified, the effect of the project participant attitudes on these
elements will be assessed thereby establishing whether or not the
attitudes affected the outcomes.
6.4 SUMMARY OF RESEARCH TO DATE
The research to date has been concerned with gathering together the
existing literature relating to the topic with the aim focussing the
research question and establishing a framework for the development
of the analytical model. The specific objectives of this part of the
research were to:
•

develop an understanding of the differences between the roles
of the participants in traditional projects and PPP projects;

•

carry out a critical appraisal of the use to date of PPP/PFI in the
provision of educational facilities in Ireland and the UK;

•

establish the challenges facing the key participants within the
Contracting Authority and the PSO in a schools PPP/PFI;

•

establish a means by which these challenges can be addressed

•

propose a conceptual model to be used as a basis for further
investigation of a means of improving effectiveness of PPP.

This part of the research was divided into five chapters. Chapters 2
and 3 addressed the first two objectives. Chapter 4 identified the
challenges that are arising and chapter 5 examined the options for
facing these challenges. In chapter 6, the framework for the model
was developed and the means by which it would be used was
outlined. The following chapters will now concentrate on using the
model to examine the link between project participant attitudes (as
an input) and project outcomes (as an output).
The primary research – focussing on the development and verification
of an analytical model that will be used to identify strategies which
will lead to greater efficiency and effectiveness in future PPP – has
begun with the work done in section 5 of this chapter. Through the
investigation of the potential influence of project participant attitudes
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on project outcomes the following chapters will further develop and
refine the model. The next chapter will address the development of
the research methodology required to examine the link between
attitudes and outcomes.
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CHAPTER 7: RESEARCH METHODOLOGY
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7.1 INTRODUCTION
This research will now begin the process of using the conceptual
model to test the hypothesis that the different attitudes relating to
risk, value and innovation, which are held by public and private sector
participants in a Public Private Partnership (PPP), affect the project
outcomes. This will lead to a reassessment of the suitability of the
conceptual model and the proposal of an analytical model that can be
used to increase the effectiveness of PPP.
Following from the Literature Review, the conclusion of which was the
identification of this research area, this chapter sets out to define in
detail the stages in the research process. In addressing this, the
research question is revisited and refined. The type of data required is
established and the means by which these data are to be obtained is
determined. The process by which the data are to be analysed is
identified and the means by which the outcome of the research will be
presented is established.
The chapter is structured in sections in which the following issues are
investigated:
•

the research paradigm;

•

research philosophy;

•

research framework;

•

research questions;

•

research process;

•

research design;

•

research techniques;

•

research analysis;

•

testing.

The chapter concludes with an outline of the next stage of the
research.
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7.2 THE RESEARCH PARADIGM
Research is often described as being of a quantitative or of a
qualitative nature. Quantitative research relies on clearly measurable
data and on statistical techniques. It seeks to provide an objective
response to a question based on observable outcomes. Whilst this is
the preferred approach in scientific research (Silverman, 2001),
Bryman (1988) shows that it is also used widely in social science
research through such methods as:
•

social

surveys

–

using

random

samples

and

measured

variables;
•

analysis of official statistics;

•

structured observation;

•

analysis of content of mass media products;

•

experiments using control groups.

Zikmund (1997) illustrates numerous examples of application of
quantitative research including scientific experimentation on the use
of products and processes, traffic surveys, and the sampling of voters
in order to predict election outcomes, etc. All involve the systematic
collection of data followed by an objective analysis relating the data
to a theory. With such an approach being adopted, one may ask why
we sometimes need any other type of research. However, Silverman
(2001) notes that when quantitative research uses statistical analysis
to reach conclusions, it enters the realm of what might happen rather
than what actually did happen in a specific case. Consequently, the
study of a particular set of circumstances relating to the actions of
individual human beings may not always be fully explained by
quantitative research. A different approach, one which examines the
action of individuals, may be more suitable in developing an
understanding of the circumstance that caused an event to occur.
Such research, carried out by observation of individuals and through
interviews rather than through sampling and the use of closed
questionnaires,

is

known

as

qualitative

research.

There

are

arguments in favour of and against each approach but, as Silverman
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(2001) points out, it is quite possible that a research project could
have elements of both approaches depending on the nature of the
data needed at different points during the research project.
There are numerous methods by which research data can be
generated and each of these methods has been devised to address
different types of questions. Scientific research, such as the analysis
of the behaviour of certain materials to specific forces, will require the
development of a series of experiments which will be used to produce
quantitative data. In these experiments, all of the variables are
controlled so that a repetition of the experiment will produce similar
results. This method is known as the experimental approach. As this
method is only applicable to a situation where the variables are
controlled, it is not suitable for this research.
The quasi-experimental approach to research is used where the
experimental approach is inappropriate due to lack of control of any
of the variables. This approach is best used when observing variables
and drawing conclusions that in turn are developed into conceptual
models. For example, weather recordings over an extended period of
years could indicate cycles of rainfall that can be expected to occur at
specific intervals. This information can then be developed into a
conceptual model that would be used to guide the design of drainage
systems. Again, it is unlikely that such an approach would suit this
research as it relies on quantitative data whereas the measurement of
attitudes held by individuals is by nature qualitative.
Action Research is a method that allows the researcher to become
part of the research problem. It requires the researcher to have the
authority to make changes that will affect the result of the research.
Conclusions can then be drawn from the research showing that
certain changes will bring about different results. This approach is
often used in business for the development of new products and
processes. It is not appropriate for this research project, as the
researcher does not have the authority to change the processes or
procedures that are used in PPP.
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In summarising the types of research instruments available, Yin
(2003a) outlines the circumstances that would suit each instrument.
Dividing the instruments into groups that address different types of
questions, Yin suggests that “how” and “why” type questions should
be investigated with a case study, particularly where the researcher
has no control over behavioural events in a contemporary case that is
to be studied. A case study approach requires access to data on one
or more projects, so that conclusions can be drawn against a range of
criteria.
In this research, a study is being conducted of the level to which the
attitudes at project outset influenced project outcome. It will identify
the attitudes that existed at the outset and establish “why” these
attitudes affected the decisions of the participants. It will investigate
the effect of the decisions taken to establish “how” these decisions
were directly related to the outcome of the project. Consequently, a
case study approach would appear to be the most appropriate to this
research. However, each element of the research questions must be
assessed individually to provide a final assessment of the most
appropriate methods to be used.

7.3 RESEARCH PHILOSOPHY
7.3.1 Epistemological stance
Epistemology is defined as the theory of knowledge (Scruton, 2004).
Without considering epistemology, a researcher can theorise about
what he thinks he has established but would have difficulty in
demonstrating the validity of his claims. In order to address the issue
it is therefore necessary to define the knowledge that is to be gained
and to set out a strategy that will lead to this knowledge.
The aim of this part of the research is to assess the effect of
participant attitudes on the outcome of a PPP project. The knowledge
that is sought is the extent to which the attitudes affect outcomes in
terms of Risk, Value and Innovation. To gain this knowledge, it will be
necessary to assess project outcomes against criteria that will
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measure the level of success attained under the headings of Risk,
Value and Innovation.
In a parallel exercise, the attitudes of the project participants to Risk,
Value and Innovation will be investigated. However, to establish what
precisely is being measured, the strength of the attitude held must be
given a context within which it is measured. In the previous chapter,
the development of a partnering atmosphere, where joint project
objectives were established and pursued, was highlighted as a
potential means for achievement of positive project outcomes. The
attitude measuring exercise will establish the attitude of each
participant with a range that, on the lower end, shows a commercial
approach focused strongly on the participant’s own organisation. The
higher end will show a partnering approach focused on setting and
working to joint objectives for the project as a whole.
Following these investigations, the critical success factors (CSFs) that
could have contributed to project outcomes will be identified. There is
a significant amount of previous research that investigates the CSFs
in construction in general and in PFI/PPP in particular (Jefferies et al.,
2002). Pinto and Prescott (1988) and Tsui (1997) identify the
“personnel

factor”

as

the

most

significant

factor

in

project

management success. Belout (2004) expanded on this research and
contends that this is but one of many factors that affect project
success. Chua et al., (1999), showed that each of the participants in
a project has a different view on the factors that are most important
for project success.
An assessment of the participant attitudes on these CSFs will then be
conducted.

The CSF assessment exercise will therefore identify the

outcomes that appear to have been influenced by project participant
attitudes. This will result in an answer to the hypothesis in relation to
the projects researched rather than for PPP projects as a whole.
However, it will show whether or not participant attitudes had an
effect on outcomes in this case, thereby establishing the potential
requirement for a detailed longitudinal study that would assess the
possibility of a similar outcome in other PPP projects. This process is
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described by Yin (2003a) as “generalising to theory”. Consequently,
whilst this research will lead to knowledge of the potential effect of
attitudes on project outcomes, it will be an explanatory study by
nature.
7.4 RESEARCH FRAMEWORK
The framework chosen for carrying out this research will be
dependent on the data that needs to be generated. In social science,
quantitative research is often used to identify attitudes of groups of
people to a variety of circumstances. This is a positivist approach that
gathers data in an objective manner and uses this data to identify
trends. As previously stated, this approach gathers considerable
amounts of data and uses statistical analysis to arrive at its findings.
“The most distinctive characteristic of qualitative research is
its emphasis on interpretation”
(Erickson, 1986).
Qualitative research uses an interpretivist approach to explain why
certain actions occurred and how these actions in turn influenced
subsequent actions. In approaching this research, it appears that a
qualitative approach would be most suitable, as the attitudes of
specific individuals are being assessed and the data produced relates
to a specific set of circumstances that have occurred. To generate the
necessary data, this research must investigate two projects; one that
is generally accepted as having been problematic and another that
has run smoothly from inception to its current operation phase. Two
such projects exist, namely the Grouped Schools Project and the
National Maritime College of Ireland Project and these will be used to
generate the required data. As both of these projects were under the
control of one specific individual in the Department of Education and
Science (DOES) PPP Unit, most of the influence of the CSFs will be
common for both projects. By assessing the influence of the CSFs on
the different outcomes of the projects, it will be possible to make an
assessment of the influence of participant attitudes on the project
outcomes.
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7.5 THE RESEARCH QUESTION(S)
In this stage of the research there are two key questions to be
addressed, namely:
1. What differences in attitudes, to risk, value and innovation,
exist between the public and private sector participants in a
PPP?
2. Is there a link between these attitudinal differences and the
outcome of the projects with which the participants are
involved?
Leading from these questions is the hypothesis that will be tested in
this research, namely:
“Underlying differences in project participant attitudes to risk,
value and innovation have an effect on the level of success of a
PPP project”.

As noted in the previous chapter, an attitude comprises three
elements, namely:
•

the

affective

element

–

which

displays

general

feelings/emotions to something;
•

the cognitive element – which displays awareness/knowledge
of something;

•

the behavioural element – which reflects a disposition to action
about something.
(Zikmund, 1997)

The strength of each of these elements defines the overall attitude of
an individual to something. Each of these elements must be
measured in relation to the attitudes to a partnering approach to risk,
value and innovation.
7.6 THE RESEARCH PROCESS
As noted previously, a qualitative research approach, using a case
study, is the most suitable as the primary approach to this project.
However, as there are a number of different types of case study, it is
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important to choose the type of case study most appropriate to this
research. Yin (2003a) identifies the four types of case study design as
illustrated in Figure 7.1.
In the first instance, a case study may examine a single case or
examine multiple cases. The choice of approach will be based on
whether a single case is being studied to establish the particular
circumstances of that case and the outcomes of that case, or whether
a number of cases need to be studied in order to compare the
circumstances that prevailed and the outcomes that were achieved.

Single-case designs
CONTEXT

Holistic
(Single
Unit of
Analysis)

CONTEXT

CONTEXT

Case

Case

CONTEXT

CONTEXT

Case

Case

CONTEXT

CONTEXT

Case

Case

Case

CONTEXT
Embedded
(Multiple
Units of
Analysis)

Multiple-case designs

Case
Embedded Unit
of Analysis
(EUA) 1
EUA 2

EUA 1

EUA 1

EUA 2

EUA 2

CONTEXT

CONTEXT

Case

Case

EUA 1

EUA 1

EUA 2

EUA 2

Figure 7.1: Types of Case Study Design
(Yin, 2003a)
Yin (2003a) outlines five rationales for choosing a single case design
(types 1 and 2 as shown in Figure 7.1), namely:
•

it may represent a critical test for a well developed theory;

•

it may be an extreme or unique case that should be studied
because of the rarity of the occurrence of such a case;

•

it may be a typical case chosen to capture circumstances and
conditions that are commonplace;
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•

it may be a common case but the opportunity to study such a
case could be limited;

•

it may be studied to establish the changes that take place over
a long period of time.

Yin (2003a) also states that the rationale for a multi-case design
(types 3 and 4) derives from the need to examine replication. A
multi-case design may examine literal replication – requiring the
researcher to have prior knowledge of the outcomes and focusing on
how and why such replication occurred – or may examine theoretical
replication, whereby different conditions would support a number of
outcomes.
As this research will examine two different projects and will compare
outcomes of both across a range of criteria, this research will have a
multi-case design.
To establish whether the case study design will be type 3 or type 4,
each case to be studied must be assessed to establish whether the
design should be holistic or embedded. Again, Yin (2003a) gives
guidance stating that the holistic approach concentrates on research
at an organisational or programme level and tends to avoid specific
phenomena in operational detail. An embedded approach, on the
other hand, identifies the units of analysis to be examined but must
not loose sight of the overall research aims in the search for detail.
Clearly, therefore, this research will require a multi-case embedded
design.
7.7 RESEARCH DESIGN
Yin

(2003a)

states

that

there

are

five

especially

components of a research design:
1. The questions being researched;
2. The propositions being put forward;
3. The unit(s) of analysis;
4. The linking of the data generated to the propositions;
5. The criteria for interpretation the findings.
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Each of these will now be addressed in turn.
7.7.1 The questions being researched
The questions being addressed by the case study are as follows:
•

how did the project outcomes differ in relation to risk, value
and innovation?

•

what attitudes are held by the project participants that relate
to risk, value and innovation in a PPP?

•

what outcomes are evident when specific attitudes have been
held by the participants?

The case study will therefore encompass two elements, namely: an
examination of the available documentation relating to each project
(this will relate to the first question and establish the difference in
project outcomes between the projects) and the gathering of the data
that will be used to establish the attitudes of the project participants.
7.7.2 The propositions being put forward
The following are the propositions that will be investigated.
•

there were differences between the outcomes of the projects
in terms of risk, value and innovation;

•

the participants on the projects held differing attitudes in
relation to risk, value and innovation;

•

the attitudes of the participants influenced the outcomes of the
projects.

7.7.3 The units of analysis
To design the research instruments it is first necessary to establish
the units of analysis that are embedded in each case and then decide
on the most appropriate means by which each unit of analysis can be
examined. There are two basic units of analysis, namely the
participant

attitudes

and

the

project

outcomes.

However,

to

investigate each unit, it is necessary to break it down into further
sub-units.
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The attitudes to be investigated relate to the risk, value and
innovation on each project. Each of these will have further sub units
relating the affective, cognitive and behavioural components of the
attitude. The project outcomes will also be investigated under the
headings of risk, value and innovation. A summary of the units of
analysis and their sub units is shown in Figure 7.2.
Unit of Analysis

Sub Unit

Sub Subunit

Participant Attitudes
Risk
Affective
Cognitive
Behavioural
Value
Affective
Cognitive
Behavioural
Innovation
Affective
Cognitive
Behavioural

Project Outcomes
Relating to Risk
Relating to Value
Relating to Innovation

Figure 7.2: Units and Sub-Units of Analysis
7.7.4 Linking the data to the propositions
In order to relate participant attitudes to potential project outcome,
two types of data are required:
•

data from actual reports of completed projects identifying
clearly the success or failure of aspects of the projects. This
will address the first proposition and will be a desk-based
exercise whereby the data generated will come directly from
the information available from documents relating to the
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chosen projects. The data gathered will be cross checked with
data

gathered

from

the

interviews

with

the

project

participants;
•

attitudes and perceptions of individuals, at the project outset,
to criteria that potentially affected PPP success or failure. This
will address the second and third propositions and will be
gathered through an interviewing process.

This research will require data concerned with project outcome in
relation to risk, innovation and value. At present, a number of reports
that address the issues of risk, innovation and value in specific PPP
projects have been prepared, the most widely known being that by
the Comptroller & Auditor General (2004) relating to the grouped
schools project. The author has been informed of the existence of a
number of internal reports within government departments that have
been prepared and are also available for scrutiny for this research. In
the event of the reports not containing the required information, the
authors of the reports are available for interview.
7.7.5 The criteria for interpretation of the findings
An essential factor in this research will be the consistency of the data
produced. As two projects are involved - one of which has been the
subject of extensive reporting - it is essential that criteria for
judgement of project outcome is consistent across both projects and
that the level of data used for analysis is equally robust for both
projects. This will be addressed in detail later in this section.
In collecting data on attitude, it is important to realise that attitudes
can change over time. Consequently, there is a limitation on the
conclusions that can be drawn on the effect of attitudes on project
outcome when the attitudes are measured at the end of the project,
as the attitudes will have been affected by the experience of the
project. As a result, the research tools to be used to gather the data
must be sufficiently robust to establish the participants’ attitudes at
the project outset it is important to gather this data using a
combination of research and from a variety of participants. The
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interviewees would be drawn from the public and private sector staff
that were involved at a number of stages throughout the life cycle of
the PPP.
7.7.6 Planning the Research Design
Planning the research design requires the following:
•

investigation of the link between attitudes and outcomes;

•

finalising the scope of the research;

•

the design of the research instruments;

•

the means by which the data will be analysed.

Each of these issues will now be addressed.
7.7.7 The Link between Attitudes and Outcomes
In establishing the effect of attitudes on project outcome, it is first
necessary to establish all of the factors that potentially affect project
outcome and then to establish the extent to which each of these
would have affected the outcome of the two projects under
investigation. Once these effects have been assessed, an informed
conclusion can be made on the effect of attitudes on project
outcomes.
7.7.8 Scope of the Research
The Grouped Schools project has been chosen as there were a
number of difficulties on the project and these were analysed in detail
by the Comptroller & Auditor General (2004). The recording of the
attitudes that prevailed at the beginning of the project can then be
compared with the project outcome as reported by the Comptroller &
Auditor General.
Anecdotal evidence suggests that the National Maritime College PPP
Project has been a successful project. At present, there is no
published documentary evidence on the outcome of this project. It
therefore will be necessary to establish a clear data collection protocol
that can be applied consistently to both projects.
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7.7.9 Design of Research Instruments
The following project documents will be reviewed:
•

the Comptroller and Auditor General’s Value for Money
Examination Report into the Grouped Schools Pilot Partnership
Project;

•

the DOES PPP Unit’s Internal Report into the Grouped Schools
Pilot Partnership Project;

•

the DOES PPP Unit’s Internal Report into the Maritime College
PPP Project;

•

the Project Agreement between the DOES and Focus Education
for the design, construction, financing and maintenance of the
National Maritime College Project.

As stated previously, the authors of these reports are available for
interview

if the

reports

themselves

do

not contain sufficient

information on which to base conclusions. The documents will be
reviewed in relation to the propositions that were earlier established,
specifically concentrating on:
Risk
The extent to which the risks were identified and action
was taken to respond to these risks. The key issue here
is to establish that the different elements of risk were
carried by the party best suited to carry each element;
Value
The extent to which the drivers of value were identified
and value was achieved. The key issue here is to
establish the success from the perspective of both the
public and private sectors;
Innovation
The extent to which benefits of innovation were identified
and action was taken to maximise the benefit of
innovation to the project as a whole.
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The data collection and data analysis protocols for the document
review will be addressed in more detail in the Research Techniques
section of this report.
There is a variety of instruments available for the collection of data on
attitudes. The use of questionnaires is a popular method of collecting
data and is generally suitable for use in attitudinal research
(Oppenheim, 2000, Gillham, 2000). Questionnaires can be used to
record

answers

to

open

questions,

where

the

respondent’s

unprompted response can be recorded. Such questionnaires are often
used as part of a structured interview technique and require a very
high level of accuracy in the recording of responses. There is also a
danger that the responses given could be influenced by the actions of
the interviewer and measures must be taken to minimise the effect of
such influence. In research, open questionnaires are often used to
establish the typical responses of people to specific questions. This
information is then used to compile a questionnaire with questions
that each has a series of pre-determined answers from which the
respondent must make a specific choice. These are called scaled
questionnaires as each of the pre-determined answer choices can be
assigned a numeric value from which statistical information can be
compiled. In the measurement of attitudes, Zikmund (1997) suggests
that a number of rating scales are suitable as outlined in Table 7.1.
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Type

Description

Simple Attitude Scaling

Respondent asked to agree or disagree with a statement

Category Scale

Given a number of options respondent is asked to choose
the statement which best reflects his/her view

Likert (1932) Scale

Respondent asked to use a 1-5 scale to express level of
agreement/disagreement with a statement

Semantic Differential /
Numerical Scale

Respondent asked to use a 7 point scale to rate several
aspects of a concept

Constant Sum Scale

Respondents are asked to divide a constant sum to
indicate the relative importance of options presented

Stapel Scale

Respondents given an adjective and are asked to rate
intensity of their attitude to the adjective given.

Graphic Scale

Respondents are asked to choose a picture that reflects
their attitude. e.g.   ☺

Table 7.1: Attitude Rating Scales
(summarised from Zikmund, (1997)

Whilst research into attitudes has often relied on the use of
questionnaires, this research is concerned with the attitudes that
would have existed at a specific time in a project lifecycle. As the
projects

under

investigation

have

now

progressed

to

further

subsequent phases, there is a possibility that the attitudes held
earlier would now have changed. Consequently, the use of a
questionnaire as the primary research tool would be inappropriate in
this research. However, the analysis of the attitudes recorded will
require some means of scaling the responses so that the relative level
of the attitudes recorded can be assessed. As a result, the questions
asked of participants in the case study will be such that they can be
analysed in the same manner as data gathered through the use of a
questionnaire.
It is planned therefore, to use a structured interview technique to
gather the data relating to the attitudes of the project participants.
The interview will also use some of the aspects of a technique known
at the “strategic conversation” as proposed by Ratcliffe (2002) in
order to allow the participants to fully develop the aspects of their
responses that will clearly display their attitudes. The data gathered
will then be related to a scale showing the attitude of the respondent.
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7.7.10 Analysis of the Data
Before collecting data, it is important to decide how it is to be
analysed. With analysis in mind it is then possible to define the type
of data required and thereby develop an outline of the means by
which it can be generated. Figure 7.2 (Page 157) showed the units of
analysis to be addressed in this research. In relation to the attitudes
of the participants, it was shown that two levels of sub units existed.
At the lower level, attitudes were divided into three different
components

namely

the

Affective,

Cognitive

and

Behavioural

components. All of these are important as they can indicate the
reason why someone took a specific course of action that led to a
certain outcome. In recording each attitude, it is therefore important
to isolate each of these components and collect data that will
establish the strength of each component. In turn, the data generated
can be assessed to establish the potential background behind the
strength of each component with a view to suggesting corrective
action that could be taken in the future.
At the higher sub unit level, the overall attitudes in relation to risk,
value and innovation will be analysed by relating the attitude
components to each of these factors and to provide a comparison
with the outcomes that actually occurred. It will also be necessary to
establish specific facts regarding decisions that were made during the
project. This data is necessary so that an assessment can be made of
the influence of CSFs on project outcomes.
In the document review it will be necessary to establish specific
criteria against which project outcomes relating to risk, value and
innovation can be measured. As noted earlier, each of these factors
will be examined to establish the extent to which issues were
identified and addressed.
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7.8 RESEARCH TECHNIQUES
This section addresses the data collection protocol, the data analysis
protocols and the actual measurements to be used on this research.
7.8.1 Project Outcomes - Data Collection Protocols
The following project documents will be reviewed:
•

the Comptroller and Auditor General’s Value for Money
Examination Report into the Grouped Schools Pilot Partnership
Project;

•

the DOES PPP Unit’s Internal Report into the Grouped Schools
Pilot Partnership Project;

•

the DOES PPP Unit’s Internal Report into the Maritime College
PPP Project;

•

the Project Agreement between the DOES and Focus Education
for the design, construction, financing and maintenance of the
National Maritime College Project.

The first of these documents is in the public domain and a copy has
been obtained. Assurances have been given by the DOES that the
second and third documents are both available to be reviewed as part
of this research. The documents will be analysed in respect of the
project outcomes achieved relating to risk, value and innovation. If
necessary, the document authors will be interviewed to supplement
the data in the reports. The fourth document will be used to confirm
aspects of the Project Agreement on the National Maritime College
Project where similar references are available in the Comptroller and
Auditor General’s Report in relation to the Grouped Schools Project.
In relation to risk, this will assess the extent to which different
categories of risk were identified and the logic used in deciding on
who would carry each element of risk. The data will be supplemented
by further data gathered from the participants in the interviews when
each will be asked to clarify the extent to which the risk transfer was
considered appropriate to their organisations. There are numerous
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lists from previous publications that identify the risk categories in a
PPP (Pollock et al., 2004, Akbiyikli and Eaton, 2005a, Eaton and
Akbiyikli, 2005, Grimsey and Lewis, 2002, Smith et al., 2006). Once
the categories on the projects being researched are clarified, the list
produced will be compared with a number of lists from previous
publications to ensure that all of the relevant risk categories have
been addressed in these projects.
The definition of value is difficult to establish. Some commentators,
such as (Li et al., 2004) define it in the narrow context of value for
money whilst others use the UK PFI definition of Best Value to
describe a wider range of issues such as quality, effectiveness and
efficiency of the process (Filkin, 1997). In the achievement of value, a
useful definition is provided by Kelly et al., (2004) which defines
value as the relationship of cost, time and quality. As these were key
issues in the launch of the Irish PPP Pilot Programme, it is this
definition that will be used. From the perspective of Time, the key
issue to be addressed will be the time from inception of the project to
the opening of the school for use. From the perspective of Cost, the
issues of assessment of capital cost and of cost in use will be
addressed. From the perspective of Quality, the investigation will
concentrate on the quality of the facilities delivered in context of
fitness for purpose and on the quality of the service provided by the
PSO.
In assessing the achievement of innovation, the Construction Industry
Council (2000) gives guidance on innovation in the context of PFI and
suggests that innovation can be classified as either productenhancing or cost saving. As cost savings are defined as savings over
the entire project life-cycle they include quality improvements that
would improve availability of the facility, would enhance durability
and reduce running costs. Product enhancing innovations occur when
a higher quality product is provided for which the client is prepared to
pay a higher price.

Innovation will therefore be assessed against

these categories with the cost savings split to show whether they
accrued to the DOES or the PSO, as shown in Table 7.2.
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Product Enhancing

Cost Saving
To DOES
To PSO

Table 7.2: Innovation Categories
7.8.2 Project Outcomes - The Measurement Instrument
Each of these elements will be assessed and scored separately from a
maximum of 100 marks.
Risk
The first 10 marks will be allocated on a sliding scale reflecting the
degree to which the list covers all of the risks that can arise.
The remaining marks are divided as follows:
•

3 marks for each risk category identified, up to a maximum of
30 marks;

•

3 marks allowed on a sliding scale against each risk category
where 1 mark does not show a clear breakdown to indicate the
logic behind the allocation, rising to 3 marks, which shows how
the risk was allocated. A maximum of 30 marks can be
allocated against the clarity of the logic behind the application;

•

3 marks allowed on a sliding scale against each risk category
where 1 mark indicates that the planned risk allocation is not
working, 2 marks shows that it is not working fully and 3
marks shows that the risk allocation has taken place fully. A
maximum of 30 marks can be allocated against the level to
which the planned risk allocation has been successful.

Value
As one of the primary aims of the PPP Pilot Programme was to
produce school buildings at a lower capital cost, the capital cost
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element of value should be clearly identified in the assessment. In
addition, PPP requires a new method of operation in the DOES PPP
unit for the management of the cost of the operation phase of the
project. As these (capital cost and operational cost) are the two
issues which have been the subject of most political debate on PPP
Schools projects in Ireland, 20 marks each will be allocated to the
analysis of achievement of value in these categories. The remaining
marks will be allocated to the identification and achievement of value
objectives relating to time (20 marks) and for quality (20 marks for
quality of the facility and 20 for the quality of the service provided by
the PSO).
Innovation
The first 30 marks will be allocated on a sliding scale reflecting the
degree to which innovation was considered central to the project.
The remaining marks are divided as follows:
•

3 marks for each innovation category identified, up to a
maximum of 30 marks. The marks are allocated on the basis
that 3 indicates new thinking in the design of a school in
Ireland, 2 indicates a change in thinking relating mainly to
keeping overall costs down and 1 indicates a change driven by
cost to one party only;

•

4 marks allocated on a sliding scale against each category
where 4 marks shows considerable evidence of benefit to the
project as a whole, 3 shows considerable benefit to both the
school/DOES and the PSO, 2 shows benefit to one party only,
1 shows limited benefit and 0 shows that no benefit was
achieved. A maximum of 40 marks can be allocated against
the benefit of innovation that has accrued to the project.

The full measurement sheet developed for this exercise is attached as
Appendix 1.
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7.8.3 Project Outcomes - Data Analysis Protocol
The data from the reports will be assembled separately for each
project from the material available. This data will be supplemented
where necessary through interviews with key individuals identified by
the DOES. Data will be triangulated with that extracted from the
project participant interviews. The scoring mechanism described
above will then be used to quantify the level of success achieved in
each project. Differences in the level of success related to Risk, Value
and Innovation will be highlighted numerically, using the sheet shown
in Table 7.3 which has been developed to provide a structured
method for this analysis.

Proposition 1. There are differences between the outcomes of the
projects in terms of risk, value and innovation
Outcome
Risk

Difference

- Project 1

Project 2

Table 7.3: Comparison of Project Outcomes
This table refers only to risk and its relationship to Proposition 1. The
full analysis sheets for risk, value and innovation, are attached as
Appendix 2. Where there is a difference between the two projects, the
outcome will be analysed in relation to the list of CSFs common to
PPP projects shown in Table 7.4 (adapted from Zhang, 2005) and
those differences attributable to one or more of the CSFs will be
eliminated from the analysis.
The differences that are evident will be further analysed to establish
the possibility that they were caused by the attitudes of the
participants. The means by which this exercise will be conducted is
addressed in the later section of this chapter entitled “Testing”. The
outcome of this exercise will be to link the data to Proposition 3.
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Critical success factor

Success subfactor

Favourable investment
environment

1.

Stable political system

2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

Favourable Economic system
Adequate local financial market
Predictable currency exchange risk
Predictable and reasonable legal framework
Government support
Supportive and understanding community
The project is in the public interest
Predictable risk scenarios
Project is suitable for privatisation
Promising economy

1.
2.

Sufficient profitability to attract investors
Long-term cash flow that is attractive to lenders

Economic Viability

Reliable Concessionaire consortium with strong technical strength
1.
Leading role by a key enterprise or entrepreneur
2.
Effective project organisation structure
3.
Strong and reliable project team
4.
Good relationship with host government
authorities
5.
Partnering skills
6.
Rich experience in international PPP projects
7.
Multidisciplinary participants
8.
Sound technical solutions
9.
Innovative technical thinking
10.
Cost-effective technical solution
11.
Low environmental impact
12.
Public safety and health considerations
Sound financial package
1.
2.
3.
4.
5.
6.
7.
8.
9.

Sound Financial analysis
Investment, payment and drawdown schedules
Sources and structure of main loans and standby
facilities
High equity/debt ratio
Low financial charges
Fixed and low interest rate financing
Long-term debt financing that minimises
refinancing risk
Ability to deal with fluctuations in
interest/exchange rates
Appropriate toll/tariff level(s) and suitable
adjustment formula

Appropriate risk allocation via reliable contractual arrangements
Appropriate and reliable risk allocation in:
1.
Concession agreement
2.
Shareholder agreement
3.
Design & construct agreement
4.
Loan agreement
5.
Insurance agreement
6.
Supply agreement
7.
Operation agreement
8.
Offtake agreement
9.
Guarantee/support/comfort letters

Table 7.4 CSFs in a DOES schools PPP
(adapted from Zhang, 2005)

Zhang’s list is chosen as it comprehensively brings together the
previous lists of CSF produced from other research. As the shaded
subfactors are common to both projects, it is reasonable to assume
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that they could not contribute to a difference between the projects.
Consequently, they are excluded from further analysis in this
research.
7.8.4 Participant Attitudes - Data Collection Protocol
As there are three elements to be investigated, (i.e attitudes in
relation to Risk, Value and Innovation) each of which has three subelements (affective, cognitive and behavioural) each participant will
generate a minimum of nine pieces of data per project. From the
public sector perspective, the two main people that influence the
development of the project from inception to contract are the
Accounting Officer (AO) and the Project Manager (PM). However, as
these projects were part of the PPP Pilot Programme, the level of
staffing in the DOES PPP Unit meant that one person took on the both
the role of the AO and the PM. In order to get a mixture of views on
the projects, the AO/PM suggested that the research includes the
consultant advisors to the DOES. As these individuals were involved
in the discussions that formed the opinions of those in the DOES PPP
Unit in the early stages of each project, this would appear to be a
reasonable course of action. The individuals involved were identified
and agreed to participate.
In the case of the PSO, the key people are the CJV Project Manager
and the Facilities Manager as between them, these individuals
experienced the development of the project from the initial stages up
to the current stage of the operation phase. As the two projects were
carried out by different consortia, this required the participation of
four different people. Capturing the prevailing attitudes from 1999
from the private sector participants would cause some difficulty, as
the teams that bid for the Grouped Schools Project have been
disbanded. Jarvis, the winning bidder, has subsequently sold its
interest in the project, whilst the unsuccessful bidding consortia
disbanded once their bids failed. However, the individuals concerned
continue to work with Hochteif PPP Solutions, the company that
bought out Jarvis’ interest in the project. Both were contacted and
agreed to participate. The Focus Education consortium, which
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successfully bid for the Maritime College, was still in place and
accessible. The relevant people were contacted and agreed to
participate.
7.8.5 Participant Attitudes – The Measurement Instrument
The following list of questions was developed to guide the direction of
the interview in establishing the differences that occurred across the
two projects, relating to risk, value and innovation. Specific questions
were designed to measure the cognitive (C), affective (A) and
behavioural (B) components of the participants’ attitudes.

Each of

these questions will now be examined in detail.
Questions designed to measure attitudes relating to Risk
Cognitive
Question

What is being
measured?

1.

What
were the
objectives
relating to
risk?

Cognitive question
assessing the
participant’s
awareness of the level
of risk to be
considered on this
project by all parties.

2.

Which
risks were
identified?

Cognitive question
assessing the
participant’s
knowledge and
understanding of the
specific risk issues
that were considered
on this project by all
parties.

Analysis - Responses scored on
a graduated 1-5 scale as
follows:
1- no clear objectives
2- some objectives relating to
own organisation only
3- clear objectives relating to
own organisation only
4- some joint objectives
5- clear comprehensive joint
objectives
1- knowledge of risk limited to
risk borne by own
organisation
2- some risks of other party
identified
3- most of other party risks
identified
4- some areas of joint risk
outlined
5- comprehensive risk matrix
evident
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Affective
Question

What is being
measured?

Analysis - Responses scored on
a graduated 1-5 scale as
follows:

3.

Affective element of
the participant’s
attitude to risk,
measuring the extent
to which the
participant was open
to examining risk from
a project perspective
rather than from an
organisational
perspective

1- concentration exclusively on
risk that was critical to own
organisation

In your
view,
which
risks were
identified
as critical
to project
success?

2- some realisation of risks
critical to other party
displayed
3- considerable awareness of
risk issues for other partners
displayed
4- openness to discussion of
some areas of joint risk
5- clear view that project level
risks must be identified by
the partnership as a whole

4.

In what
way were
these
risks
critical?

1 - displayed reaction only for
Further affective
risk that was critical to own
assessment element
organisation
requiring the
participant to justify
2 - displayed some reaction for
the view given of what
risks critical to other party
was critical
3 - significant consideration of
risk issues for other partners
displayed
4 - consideration of some areas
of joint risk evident
5 - clear view that project level
risks must be addressed by
the partnership as a whole

Behavioural
Question

What is being
measured?

5.

1 - concentration exclusively on
Behavioural question
risk relevant to own
designed to assess the
organisation
participant’s
disposition to action
2 - some disposition to action in
towards risk analysis
analysis of risks relevant to
at a project level
other party displayed

What
processes
were used
to analyse
risk on
the
project?

Analysis - Responses scored on
a graduated 1-5 scale as
follows:

3 - willingness to analyse risk
issues of other partners
displayed
4 - involvement in analysis of
some areas of joint risk
5 - clear evidence that project
level risks were analysed by
the partnership as a whole
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6.

What
process
was used
to
manage
the risk
allocation?

Further behavioural
question designed to
assess the
participant’s
disposition to action in
the management of
risk at a project level

1 - took no role in overall
project risk allocation (PSO)
/ took exclusive
responsibility for project risk
allocation (DOES)
2 - influenced some timing of
risk transfer through
discussion with DOES (PSO)
/ accepted amendments to
timing of risk transfer
following discussion with
PSO (DOES)
3 - major risks pre-allocated by
DOES, minor risks allocated
through joint agreement
4 - risk allocation driven by
DOES with significant input
from PSO
5 - open forum whereby
allocation of project risks
was managed by the
partnership as a whole

Questions designed to measure attitudes relating to Value
Cognitive
Question

7.

What
were the
objectives
relating to
value?

What is being
measured?

Analysis - Responses scored on
a graduated 1-5 scale as
follows:

Cognitive question
assessing the
participant’s
awareness of the
importance of value to
all project partners.

1- no clear objectives
2- some objectives relating to
own organisation only
3- clear objectives relating to
own organisation only
4- some joint objectives
5- clear comprehensive joint
objectives

8.

How were
these
objectives
arrived
at?

Cognitive question
assessing the
participant’s
knowledge and
understanding of the
value issues that were
considered on this
project by all parties.

1- knowledge of value limited
to that relating own
organisation
2- some value issues for other
party identified
3- most of other party value
issues identified
4- some joint value issues
identified
5- comprehensive knowledge of
joint value issues evident.
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Affective
Question
9.

In your
view,
which
value
issues
were
identified
as critical
to project
success?

What is being
measured?
Affective element of
the participant’s
attitude to value,
measuring the extent
to which the
participant was open
to examining value
from a project
perspective rather
than from an
organisational
perspective

Analysis - Responses scored on a
graduated 1-5 scale as follows:
1 - concentration exclusively on value
issues that was critical to own
organisation
2 - some realisation of value issues
critical to other party displayed
3 - considerable awareness of value
issues for other partners
displayed
4 - openness to discussion of some
areas where joint value issues
exist
5 - clear view that value issues at a
project level must be identified by
the partnership as a whole

10. In what
way were
these
objectives
critical?

Further affective
1 - displayed reaction only to value
assessment element
issues that were critical to own
requiring the
organisation
participant to justify
2 - displayed some reaction to value
the view given of what
issues that were critical to other
was critical
party
3 - significant consideration of value
issues for other partners
displayed
4 - consideration of some joint value
issues evident
5 - clear view that value issues at a
project level must be addressed
by the partnership as a whole
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Behavioural
Question

What is being
measured?

Analysis - Responses scored
on a graduated 1-5 scale as
follows:

11. How were the
value related
objectives
analysed?

1 - concentration exclusively
Behavioural
on value objectives relevant
question designed
to own organisation
to assess the
2 - some disposition to action
participant’s
in analysis of value issues
disposition towards
relevant to other party
action in analysis of
displayed
value at a project
level
3 - willingness to analyse value
issues of other partners
displayed
4 - involvement in analysis of
some joint issues related to
value
5 - clear evidence that project
level value-related were
analysed by the partnership
as a whole

12. How was the
value
management
administered?

Further behavioural 1 - concentrated on value
issues that related
question designed
exclusively to own
to assess the
organisation
participant’s
disposition to action 2 - influenced management of
in the management
some issues through
of value at a
discussion with other sector
project level
partner
3 - Made some suggestions
that would increase value
to other sector partner
4 - Made several suggestions
to increase project value to
both sectors
5 - Open forum whereby value
was managed by the
partnership as a whole
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Questions designed to measure attitudes relating to Innovation
Cognitive
Question

What is being
measured?

Analysis - Responses scored on
a graduated 1-5 scale as
follows:

13. What were
the
objectives
relating to
innovation?

Cognitive question
assessing the
participant’s
awareness of the
level of importance
attached to
innovation by all
project partners

1- no clear objectives

Cognitive question
assessing the
participant’s
knowledge and
understanding of the
innovation-related
issues that were
considered on this
project by all
parties.

1- knowledge of innovation
limited to that relating own
organisation

14. Which
potential
innovations
were
identified?

2- some objectives relating to
own organisation only
3- clear objectives relating to
own organisation only
4- some joint objectives
5- clear comprehensive joint
objectives

2- some innovation issues for
other party identified
3- most of other party
innovation issues identified
4- some joint innovation issues
identified
5- comprehensive knowledge of
joint innovation issues
evident.
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Affective
Question

What is being
measured?

Analysis - Responses scored on a
graduated 1-5 scale as follows:

15. In your
view, which
innovationrelated
issues were
identified as
critical to
project
success?

Affective
question,
measuring the
extent to which
the participant
was open to
examining value
from a project
perspective
rather than from
an organisational
perspective

1 - concentration exclusively on
innovation-related issues that
was critical to own organisation
2 - some realisation of innovationrelated issues critical to other
party displayed
3 - considerable awareness of
innovation-related issues for
other partners displayed
4 - openness to discussion of some
areas where joint innovationrelated issues exist
5 - clear view that innovationrelated issues at a project level
must be identified by the
partnership as a whole

16. In what way
issues
critical?

Further affective
assessment
element
requiring the
participant to
justify the view
given of what
was critical

1 - displayed reaction only to
innovation-related issues that
were critical to own organisation
2 - displayed some reaction to
innovation-related issues that
were critical to other party
3 - significant consideration of
innovation-related issues for
other partners displayed
4 - consideration of some joint
innovation-related issues
evident
5 - clear view that innovationrelated issues at a project level
must be addressed by the
partnership as a whole
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Behavioural
Question

What is being
measured?

Analysis - Responses scored on a
graduated 1-5 scale as follows:

17. What
processes
were used
to identify
potential for
innovation
on the
project?

Behavioural
question
designed to
assess the
participant’s
disposition
towards action in
analysis of value
at a project level

1 - concentration exclusively on
innovation-related issues
relevant to own organisation
2 - some disposition to action in
analysis of innovation-related
issues relevant to other party
displayed
3 - willingness to analyse
innovation-related issues of
other partners displayed
4 - involvement in analysis of some
joint issues related to
innovation
5 - clear evidence that project level
innovation-related issues were
analysed by the partnership as
a whole

18. What
process was
used to
manage the
use of
innovation?

1 - concentrated on innovationrelated issues that related
exclusively to own organisation

Further
behavioural
question
designed to
assess the
participant’s
disposition to
action in the
management of
value at a
project level

2 - influenced management of
some issues through discussion
with other sector partner
3 - Made some suggestions that
would bring benefits of
innovation to other sector
partner
4 - Made several suggestions to
bring benefits of innovation to
both sectors
5 - Open forum whereby use of
innovation was managed by the
partnership as a whole

The remaining questions are included to allow for comparisons
between the project outcomes thereby providing an opportunity to
triangulate with the data from the project documents.
Risk
19. Which risks were successfully transferred?
20. Why were these transferred successfully?
21. What issues relating to risk arose during the procurement phase?
22. How were these issues resolved?
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Value
23. Which objectives were achieved (and to what extent)?
24. Why were these objectives achieved?
25. What issues relating to value arose during the procurement phase?
26. How were these issues resolved?

Innovation
27. Which objectives were achieved (and to what extent)?
28. Why were these objectives achieved?
29. What issues relating to innovation arose during the procurement
phase?
30. How were these issues resolved?

To establish the strength of the attitudes of the participants it was
also necessary to explore the relative importance that the participants
place on risk, value and innovation. This would be established
through the responses to the following question.

Relative importance participant places on risk, value
and innovation
Given 60 points to divide up and use to rate the relevant
importance of risk, value and innovation, how would you
allocate the points?

Risk
Value
Innovation

The justification for using 60 as the total number is that it is easily
divided into three equal parts but it is also easily divided in units of
five into unequal parts.
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7.8.6 Participant Attitudes - Data Analysis Protocol
The data from the interviews would be processed separately for the
PSO and DOES for each project. The data from the two interviews
from each organisation would be presented in one sheet as shown in
Table 7.5 below. This table processes the data relating to Risk.
Similar tables will be made available to process data relating to Value
and Innovation.

Affective

Cognitive

Risk Attitudes

INTERVIEW 1

Rating
(x --)

INTERVIEW 2

Rating
(x --)

Total
Rating

What were
the
objectives
relating to
risk?
Which risks
were
identified?
In your
view, which
risks were
identified as
critical to
project
success?

Behavioural

In what
way were
these risks
critical?
What
processes
were used
to analyse
risk on the
project?
What
process was
used to
manage the
risk
allocation?

Table 7.5 Rating of Interview Responses relating to Risk
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A mark along a 1-5 scale is allocated to each answer given. This is
multiplied by the rating that each interviewee gave to the relative
importance of Risk, Value and Innovation. The total marks allocated
against the Cognitive, Affective and Behavioural elements are then
compared to those that have been found from the interviews with
participants from the other sector partner and from the second
project. Differences are noted and compared to the areas where
differences have been found in the data analysis relating to the
project outcomes. The analysis of these differences is addressed later
in this chapter in the section entitled Research Analysis. This will
relate the data to Proposition 2.
When the data have been gathered the elements of the attitude will
be shown on a graph to indicate the level of focus on the participant’s
own organisation at one end as opposed to the project as a whole at
the other end, as illustrated in figure 7.3.

Organisation Focus

Project Focus

Affective
Behavioural
Cognitive

Figure 7.3: Focus of recorded Attitude

This example shows that the attitude recorded had its affective
element (general feelings to the process) focused primarily on the
organisation, the behavioural element (disposition to action) focused
on the project objectives and the cognitive element (knowledge of the
process) displaying a strong understanding of both organisational and
project issues.
7.8.7 Pre-testing
An interview was conducted with a Bid Manager of a PPP consortium
with the aim of establishing the changes that may be required to the
data gathering process before the full interviewing process proceeds.
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This interview was also used to examine the potential requirement for
the use of a different questioning technique in the public sector and
private sector interviews. The outcome of the pre-testing interview
was as follows.
The interviewing format used
As

the interviewer and the

interviewee

had worked together

previously, both parties were relaxed with the format used. The
interview followed the planned format and took 54 minutes to
complete. It was recorded using a digital voice recorder. As the
interviewee was willing to develop each point being made, the
interviewer made a number of brief notes during the interview. These
were subsequently used to direct the interviewee back to the
questions being explored. Consequently, the questions were not
always addressed in the planned sequence. Nonetheless, each
question was fully addressed during the course of the interview. The
following areas need improvement prior to carrying out the primary
research:
•

a concise introduction to the purpose of the research is
required;

•

when introducing each of the topic areas of risk, value and
innovation, it would be advisable to make a brief statement
defining the area to be explored;

•

there is a danger of interviewer bias if the interviewer talks too
much. This is something of which the interviewer must be
aware in future interviews.

The questions asked
The interviewee’s response to each of the questions confirmed that
they were suitably structured to allow the interviewee to develop their
personal point of view. However, the questions on issues that arose
during the procurement process, relating to risk value and innovation,
did not generate much data. This was due to the nature of the project
being discussed – a PPP motorway. Such a project, in Ireland,
required a relatively detailed design during the compilation of the
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Environmental Impact Statement (EIS). As the EIS is required before
the procurement process commences, few, if any, issues of note
arose during the procurement process. In the Schools PPP market,
however, the issue of the EIS does not arise.

For that reason, the

continued inclusion of these questions in the planned research is
valid.
At the end of the interview, the two following questions were also
asked:
Relative importance participant places on risk, value and
innovation
Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

Value

Innovation
Relative importance placed on each of the affective, cognitive
and behavioural aspects
Given 60 points to divide up and use to rate the factors that define
your own attitudes, how would you allocate the points against the
following?
How you feel about the issue

What you know about the issue
What you are prepared to do about the
issue

The first of these questions raised two further issues. Firstly, the
relative score given to each factor would be dependent on the specific
project. For example, the risk on the project under discussion was
relatively low to another road project that was being tendered at
present. The second project involved a combination of tunnelling and
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of cut and fill through a flood plain.

Consequently, the risk score

would be higher on the second project and this was due to the
complexity of the project rather than the attitude of the interviewee.
Secondly, whilst the interviewee could give a score for each factor,
this score might not be replicated by the other CJV partners, each of
whom were also concerned with their own organisation’s specific
objectives.
As a result, the first of these issues must be taken into account in the
data analysis. The second issue could be addressed by ensuring that
the

interviewing

process

with

the

private

sector

includes

representatives from the main CJV partners, i.e. those whose primary
focus is either construction, operation or investment.
The second question revealed little, as the interviewee stated that in
his opinion, people rarely analysed their own attitudes. This creates
reservations of the value of any data that would be gathered from
this question. Consequently, this question will be omitted from the
interviewing process from here on.
A further aim of the pre-testing was to establish the suitability of the
use of the questionnaire with the private sector. This was brought up
in discussion with the interviewee at the end of the interview.
Following this discussion, the author is confident that the line of
questioning taken would be suitable to both sectors. However, it will
be necessary to be sensitive in phrasing the questions in light of the
criticism that has emerged in the reporting of one of the projects.
Following the interview, a limited analysis of the data was carried out
using the instruments proposed for this research. The results are
shown in Appendix 3. Only the form designed to assess the strength
of the participant’s attitudes (Table 7.5, Page 180) was used, as there
were no comparative project data and no data gathered from a
contracting authority with which to compare the outcome. For
illustrative purposes the attitudes detected are scaled and displayed
on the relative graphs.
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7.9 RESEARCH ANALYSIS
There are two types of data to be used in this research. Commentary
on the data sorting processes to be used has already been made
under the earlier paragraphs relating to Data Analysis Protocols. Once
the project outcome data has been sorted and the scoring of the data
has been carried out, each of the tables will be examined to establish
where there were differences in marks allocated. These will be
summarised for Risk, Value and Innovation to establish the level of
difference

in

project

outcome

between

the

projects,

thereby

addressing Proposition 1.
The data relating to attitudes will be presented in the format shown
earlier in Table 7.5 (Page 180). The attitude rating for each project
and for each sector will be presented in tabular form and will also be
presented graphically as shown earlier in Figure 7.3 (Page 181). From
the marks allocated, comparisons can then be made to establish the
differences in each element of attitude across projects and between
the sectors. This exercise will address Proposition 2.
Once the attitudinal inputs and the Risk/Value/Innovation outcomes
have been established, the analytical model is then used to establish
whether or not there is a link between them. In the first part of this
exercise, the critical success subfactors that could have influenced an
outcome are identified. This eliminates the non-relevant subfactors
and those remaining are subjected to further examination to establish
the most likely causes of the outcome. Table 7.6 is used for this
exercise.
Critical
Success
Subfactor
(CSS)
CSS 1

CSS 2

Details

Attitude
Difference

Likely Cause of
Outcome
Difference

Details of
Process that
led to the
Outcome
Details of
Process that
led to the
Outcome

Attitude differences
between sectors and
projects

What is likely to
have caused the
Outcome difference
and why
What is likely to
have caused the
Outcome difference
and why

Attitude differences
between sectors and
projects

Table 7.6 Isolation of Potential Effect of Attitude on Outcome
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Where an attitude is shown to be the likely cause of an outcome, the
specific element of the attitude is noted and the sector from which it
emanated. These instances are then recorded as shown in Table 7.7.

Outcome difference

Critical Success
Subfactors

Attitude
Source
Element
(PSO/DOES)
CSS1

CSS2
CSS3
CSS4

Outcome 1

Outcome 2

Affective
(PSO)
Behavioural
(PSO)
N/A

Affective
(PSO)
Behavioural
(PSO)
Behavioural
(PSO)
Behavioural
(PSO)
Behavioural
(PSO)

Behavioural
(PSO)
Behavioural
(PSO)

Outcome 3

N/A

N/A
Behavioural
(PSO)
Behavioural
(PSO)

Table 7.7: Summary of Effect of Project Participant Attitude
on Outcome

7.10 TESTING
To establish the quality of the case study, it is necessary to test the
data for:
•

construct validity;

•

internal validity;

•

credibility;

•

external validity;

•

transferability;

•

reliability.

Using the summary shown in Table 7.7, further testing of each
instance finding then takes place. This is done using Table 7.8.

186

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 7

Construct Validity
Internal Validity
Credibility
External Validity
Transferability
Reliability

Table 7.8: Test of Instance Finding
7.10.1 Construct Validity
Yin

(2003b)

defines

construct validity

as

“establishing correct

operational measures for the concepts being studied” and suggests
that this can be tested by establishing a chain of evidence that will
lead from the concept to the knowledge being sought. This has
already been addressed in the Research Philosophy section earlier in
this report where the epistemology was outlined. Clear research
objectives have been established, the types of data required have
been determined, the various means for capturing the data have been
instituted. Data will be taken from a number of sources, including
internal reports, independent reports and a series of interviews with
both public and private sector partners to ensure that the full facts
surrounding the projects will be available for analysis. Finally, a
research analysis approach has been put in place that will ensure that
the hypothesis is rigorously tested.
7.10.2 Internal Validity / Credibility
Internal validity is defined as establishing that a casual relationship
exists whereby a specific set of circumstances causes an outcome. In
this

research,

the

causal

relationship

between

the

participant

attitudes and the project outcomes is being investigated. To test the
internal validity of the findings, this research will take a pattern
matching approach to establish the pattern of outcomes that results
when specific attitudes are present. This process will be structured as
an explanation building exercise, whereby the rival explanations for
the project outcomes will be investigated. The outcome of the
analysis will confirm the most likely cause of the outcome difference.
This exercise will satisfy internal validity concerns.
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7.10.3 External Validity / Transferability
External validity is concerned with the ability to generalise beyond the
immediate case study (Yin, 2003b). In this research, the external
validity will centre on whether or not the results can lead to the
assumption that the outcomes of all PPPs are influenced by the
attitudes or will it only be possible to make this claim for the projects
that were studied in this research. Again, this issue was raised in the
earlier discussion regarding the epistemology of the research.
This research is designed to give a result that will be generalised to
theory. This means that the result of the research will be valid for the
projects being studied, but as there are two such projects in the case
study, they will provide an element of external validity between the
two projects. The overall result of the research, will provide a theory
that can subsequently be tested over a longer period of time across
several projects. This further research, however, will not fall within
the scope of this PhD.
7.10.4 Reliability
This aim of a reliability test is to assess the possibility of following the
same procedure again and arriving at the same result. To achieve
this, a clear documented procedure must be in place.
In this research, the Research Techniques section of this document
shows that a number of documents will be examined using specific
criteria and a number of individuals will be interviewed using a semistructured interviewing approach, utilising a range of pre-determined
questions that have been designed to guide the interviews. These
methods will be fully documented with the interviews being recorded
so that there is no ambiguity in the data collected. The analysis of the
data generated will be carried out as described in the Research
Analysis section and again this process will be fully documented.
7.11 NEXT PHASE
This work has now reached a point where the primary research can
be conducted. The process to be followed is outlined in Figure 7.4.
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Project Outcome
Data Gathering

Participant
Attitude Data
Gathering

Processing &
Analysis of Project
Outcome Data

Processing &
Analysis of Project
Outcome Data

Testing of
Proposition 1

Testing of
Proposition 2

Collating & Relating Project Outcome and
Project Participant Attitude Data

Chapter 8

Chapter 9

Testing of Proposition 3
Testing Findings and Refining the Model

Chapter 10

Figure 7.4: Research Methodology

The

process

begins

with

the

gathering

and

analysis

of

the

documentation relating to the project outcomes. Parallel to this, the
participant interviews are to be arranged and the data relating to
attitudes recorded. Once the data have been captured and processed,
the initial analysis begins and it is this process that will form the bulk
of the next chapter.
7.12 SUMMARY
This chapter has continued the research process from the Literature
Review, the conclusion of which was the identification of the research
area. The chapter has defined in detail the stages in the research
process and the research question has been refined. The type of data
required is established and the means by which this data are to be
obtained is determined. The procedures to be followed in the data
processing and analysis are established. The chapter concludes with
an outline of the next phase of the research.
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CHAPTER 8: DATA COLLECTION AND PROCESSING AND ANALYSIS
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8.1 INTRODUCTION
The previous chapter defined in detail the methodology to be used in
the primary research. This research requires data from two different
areas, one concentrating of the outcome of two projects and the other
being concentrated on the attitudes of the participants in the projects
being studied. This chapter addresses this research through the
following steps:
The Project Outcomes
•

data collection;

•

data processing;

•

data analysis;

•

relating data to Proposition 1.

The Participant Attitudes
•

data collection;

•

data processing;

•

data analysis;

•

relating data to Proposition 2.

The chapter concludes with a summary of the findings relating the
outcomes and attitudes.
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8.2 PROJECT OUTCOMES
In this section, the documents noted in Chapter 7 (page 164) will be
reviewed.

8.2.1 Data Collection
At the beginning of this research, the C&AG document was in the
public domain. The DOES had given assurances that the internal
reports relating to the Grouped Schools and the National Maritime
College of Ireland (NMCI) would both available to be reviewed as part
of this research. The documents were to be analysed in respect of the
project outcomes achieved relating to risk, value and innovation. The
DOES had provided a copy of the NMCI Project Agreement directly to
the researcher.
On requesting the internal report documents, it quickly became clear
that the completion of the report relating to the Grouped Schools
Project had become seriously delayed. However, the author of this
report was available and was willing to be interviewed as part of this
research. It also emerged that work on the report into the NMCI had
not yet commenced and was unlikely to be available in time to be
reviewed as part of this research. The DOES confirmed that the
information required on the NMCI project would be made available by
the current Head of the NMCI, Mr Donal Burke.
This required a change to the data collection process as the purpose
of any interviewing at this stage was to have been in the context of
confirming or clarifying data rather than gathering the primary data.
In turn, this raised the question of the status of the data that would
be available. Whilst a published government commissioned report
would be open to scrutiny and would have been subject to
considerable editing prior to release, the data now to be gathered
would be in a much more raw state. There was also a question mark
over the rigour that would have been applied by the interviewees in
generating the data in that some of what would emerge at the
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interview could be subjective information based on an opinion rather
than fact.
Conversely, the opportunity of getting the data directly from the
interviewees would give a much more in-depth viewpoint of the
projects as the people being interviewed would be in a position to
relate, from their own experiences, the reasons why specific issues
arose and how they were approached. A written report that has been
prepared for publication would concentrate only on the strictly factual
outcome and would not present the opportunity to allow the detail
behind certain actions to be seen. It would be necessary, therefore, in
the interviewing process to concentrate on the facts and follow these
up with further information that the interviewee was prepared to
divulge. This was judged to be achievable as the analysis sheets that
had been prepared for this purpose required factual information
regarding the outcome of the project in relation to risk, value and
innovation. The further information that was required related to the
reasons these outcomes were achieved. Whilst it is difficult to gain
precise objective reasons why certain outcomes were achieved, the
answers to questions can be cross-referenced with the extra
information

gathered

from

the

project

participants.

A

strong

correlation between the reasons given would suggest that they were
accurate.
In establishing a structure for the interviews, it was decided to
examine the objectives that the DOES had in commissioning the
reports. The DOES stated that the objectives that they wished to
achieve in the first report were as follows:
•

to establish the extent to which the Grouped Schools were
meeting the original DOES objectives as a pilot project;

•

to examine the level to which the Operator was complying with
the Project Agreement;

•

to

establish

the

appropriateness

Agreement for use in future projects;
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•

to summarise the findings and make recommendations to the
DOES that would be relevant in the further roll out of the
Schools PPP programme.

As the first two of these objectives relate to the outcomes of the
projects, it was decided that the interviews would concentrate how
both projects are performing in meeting the DOES objectives and to
what level the Operator was complying with the terms of the Project
Agreement. Both of these areas would be investigated in terms of
outcomes relating to risk, value and innovation.
Agreement was reached with the DOES that the following people
should be interviewed in order to gather the data required.

Mr Sean Slowey

Retired

principal

teacher

of

the

Ballincollig

Community School (one of the schools built as
part of the Grouped Schools Project)
Mr Donal Burke

Head of the NMCI

As the data for the Grouped Schools Project is also to be taken from
the Comptroller and Auditor General Report (2004), it was agreed
that Mr Michael Delaney, Head of Development at Cork Institute of
Technology (one of the NMCI partners) would also participate in the
interviews to achieve balance between the two projects. As Mr
Slowey’s report was closer to completion, it was appropriate to
conduct this interview first and follow the same structure with Mr
Burke.
Mr Slowey’s interview took place in the Rochestown Park Hotel, Cork
in mid July 2006. Mr Burke’s interview took place at the NMCI in late
August and Mr Delaney’s interview took place in Bewley’s Hotel,
Dublin, also in late August 2006. All three interviews were recorded
using a digital voice recorder and were later transcribed. A copy of the
transcript was sent to each interviewee to check the accuracy of the
information provided. Any minor corrections that were requested were
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incorporated into the final version of the transcript. These full
transcripts are attached to this document as Appendices 4, 5 and 6.
In addition to this, the process of recording the attitudes of the
project participants included a number of questions that required
factual information regarding the performance of the parties within
the project agreement. The data from these questions are also used
in clarifying specific issues that arose. This information is extracted
from the transcripts of the interviews with the project participants.
These transcripts record the interviews with the following people:
Appendix 7 – Grouped School Project - Dave Gordan – Head of DOES
PPP Unit
Appendix 8 – Grouped Schools Project – Mark Cherry – Farrell Grant
Sparks, Advisors to DOES
Appendix 9 – Grouped Schools Project – John Farrell – Regional
Director, Hochtief FM
Appendix 10 – Grouped Schools Project – Philip Clarke – Regional
Director, Hochtief PPP Solutions
Appendix 11 – NMCI - Dave Gordan – Head of DOES PPP Unit
Appendix 12 – NMCI – Ferga Kane – Delloitte, Advisors to DOES
Appendix 13 – NMCI – Iain Salley – Regional Director, Bovis
LendLease (Focus Education)
Appendix 14 – NMCI – Patrick Mitchell – Facilities Manager, Vita
LendLease (Focus Education)
8.2.2 Data Processing and Analysis – Outcomes relating to
Risk
Using the analysis sheets developed in the previous chapter, the data
relating to risk outcomes, gathered from the authors of the DOES
reports, C&AG Report (2004), the Project Agreement for the NMCI
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and the participant interviews, were processed. To provide structure
for the analysis, the risk matrices as published by the Comptroller &
Auditor General (2004) (in respect of the Grouped Schools Project)
and as provided by the DOES (in respect of the NMCI) were used.
These matrices were compared and the data were entered into the
sheets under ten broad headings. The level of detail provided in the
matrices was sufficient to make a judgement on the extent to which
the project risks had been identified and to which their allocation had
been planned. Where this level of detail was not apparent from the
matrices, comments are added to state where the data were sourced.
The risk identification and planned allocation were then rated, as was
the extent of detail that was apparent in the risk allocation process.
The final part of the process was to assess how well the actual
allocation was perceived by those interviewed. This in turn was rated.
The overall score at the end of the rating shows the percentage
success that the project outcome displayed in terms of risk.
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Project:

Grouped Schools Project

Date Analysed:

28 September 2006

RISK
Level of Risk Identified

Marks

Marks

Available

Allocated

Very Comprehensive Risk Identification & Analysis evident

10

Major and Minor risks identified, Analysis evident

8

Major risks identified, Analysis weak

6

Some Risks identified, Minimal Risk Analysis evident

4

Poor Risk Identification, no evidence of risk analysis

2

Risk categories identified

Marks
(Max 3
per
category)

Planning Permission
DOES carried risk up until Project
Agreement. Planning permission
granted before signing of Project
Agreement. PSO carry risk of
implementation of planning
conditions
Design
• Site investigation
• Time overrun
• Cost overrun
• Facilities below standard
required
Construction
•

Time overrun

•
•

Cost overrun
Facilities below standard
required
Facility provision in event
of delay

•

3

Clarity on how risk
was to be allocated

PSO

DOES

X

X

3

X
X
X
X

3

Marks
(Max 3
per
category
for
planned
allocation,
3 for
successful
allocation)

Shared

(3+3)
6

(3+3)
6

X

(3+3)

X
X

6

X
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Commissioning & Operating
• Failure to meet
performance standards
• Non-availability of
facilities
• Facilities not properly
maintained
• Higher operation costs
than expected
• Lower operation costs
than expected
Demand Risk
Low level of 3rd party use
of school
• Lower than expected
student numbers
• Higher than expected
student numbers
• Changes in Pupil-teacher
ratios
Technology Obsolescence
• Introduction of equipment
and other assets based on
new technology (Noted as
being the responsibility of
PSO. Lack of clarity as to
what is required – not
happening in practice)
• Investment in IT
(Investment in IT carried
by PSO for first 3 years.
Has not been renewed.
DOES has not made
subsequent investment)
Financing (Financial structure to
be fully in place prior to Project
Agreement and carried by PSO
thereafter)
Residual Value
(Contradiction between
information in C&AG (2004) and
DOES report interview. C&AG
states that DOES takes all of this
risk, DOES report interview
states risk rests with PSO)

3

Carried
entirely
by PSO

(3+3)
6

No strategy
evident for
development
of 3rd party
use

X

•

X
3

X

(3+2)
5

X

X
2

(2+1)

3
X

3

X

3

?
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Default
• Contractor Default Risk
shared with DOES
carrying risk of repaying
senior debt following
contractor default
• No reference to Authority
Default Termination,
Voluntary Termination or
Force Majeure
Normal Business regulations
(VAT rate change passed back to
DOES Other risks arising from
changes in law carried by PSO)

2

3

X

X

X

Total risk rating expressed as a mark out of 100
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Project:

National Maritime College of Ireland

Date Analysed:

2 October 2006

RISK
Level of Risk Identified

Marks
Available

Very Comprehensive Risk Identification & Analysis evident

10

Major and Minor risks identified, Analysis evident

8

Major risks identified, Analysis weak

6

Some Risks identified, Minimal Risk Analysis evident

4

Poor Risk Identification, no evidence of risk analysis

2

Risk categories identified

Marks
(Max
3
per
category)

PSO

Planning Risk
Planning Permission
Planning Conditions
Environmental Impact
Public Consultation
Site Acquisition
Variations
Legal Covenants
Consents and Licenses
Time and Cost Overruns
in Planning
Design
• Information Quality
• Redesign
• Performance
• Variations
• Resources
• Flexibility
• Design Standards
• Inflation
• Time and Cost Overruns
in Design
•
•
•
•
•
•
•
•
•

Clarity on how risk
was
to
be
allocated

DOES

Marks
Allocated
10

Marks (Max 3
per category for
planned
allocation, 3 for
successful
allocation)

Shared

X
X
X
3

X

(3+3)
6

X
X
X
X
X

3

X
X
X
X
X
X
X
X
X
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PSO

Construction
Ground Conditions
Weather Conditions
Site Access
Public Protest
Labour Resources
Material Resources
Cost Control
Working Practices
Workmanship
Other Facilities
Variations
Time Extensions
Interfaces
Building Works
Site Safety
Utilities
Industrial Action
Contracting Authority Staff
Interruptions
Inflation
Demolition of Existing
Facilities
• Time and Cost Overruns
Commissioning & Operation
• Commissioning
• Variations
• Environmental Performance
• Third Party Claims
• Cost Control
• Maintenance
• Design Deficiencies
• Infrastructure Damage
• Inflation
• Subcontractor Performance
Demand Risk
Demand risk relating to students
not noted in the Project Agreement
or in Risk Matrix. Raised by D
Burke as having been successfully
retained by DOES
3rd Party Income Risk was
responsibility of PSO (noted in
Project Agreement) but with
significant input from local DOES
staff (arose in interviews with P
Mitchell, D Burke and M Delaney)
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

3

DOES

Shared

X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X

(3+3)
6

X
X
X
X
X

3

X
X
X
X
X
X
X
X

X
(3+3)
6

X
X

X
(2+3)
2
5
X
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PSO

Technological Obsolescence
Introduction of equipment
and other assets based on
new technology
• Investment in IT
(Investment in IT carried
by PSO for 1st 3 years.)
Financing
• Affordability (Sufficient
public finance to fund the
unitary payment or
subvention)
• Interest Rates Pre Financial
Close
• Interest Rates Post
Financial Close
• Foreign Exchange
• Insurance Scope
• Insurance Cost
Residual Value

DOES

Shared

•

X
2

(2+2)
4
X

X

X

3

X
X

(3+3)
6

X
X
X
3

Default
• Authority Default
Termination
• Voluntary Termination
• Contractor Default
• Force Majeure
Normal Business regulations
• Changes in laws
• Inaccurate tax assumptions
• General tax changes
• VAT change in the status of
the service
• General changes in VAT

X

(3+3)
6

X
3

X
X
X

(3+3)
6

X
3

X
X
X

(3+3)
6
X

Total risk rating expressed as a mark out of 100

95

8.2.3 Relating the Data to Proposition 1 – Outcomes relating to
Risk
As each of the risk headings have been assessed in respect of both
projects, the rating system quickly identifies where there is a
difference between the two projects. These differences are shown in
Table 8.1 where the data gathered is related to the first proposition,
namely that there were differences in project outcomes in terms of
risk.
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Outcome
Difference

Project 1

Project 2

Level of Risk
Identified

Significant levels of risk
identified. Plan for allocation
noted.

Extensive, very
comprehensive
assessment of risk
identified. Allocation
clearly thought out and
documented.

3rd Party
Income

PSO has not developed 3rd
party income stream. DOES
not applying any sanction for
PSO non performance.

PSO takes responsibility
for 3rd party income with
significant input from
college management.

Technical
Obsolescence
- Equipment

Despite being responsible for
this risk, the PSO has managed
to get the DOES to agree that
a significant amount of
equipment is installed on a
supply only basis, thereby
avoiding the risk arising from
technical obsolescence.

Very extensive
assessment of risk
relating to technical
obsolescence of
equipment. PSO fully
committed to its
responsibility to carry this
risk.

Technical
Obsolescence
- IT

Poor level of assessment has
resulted in a contract that has
expired after 3 years with no
move to renew the contract for
any further period.

Contract for first 3 years
still running. PSO and
DOES have begun
discussions on renewal of
the contract.

Residual
Value

Responsibility for residual value
risk is unclear, contradictions
between data from reports and
data from interviews.

Responsibility for residual
value risk is clear.

Default

Risk matrix does not address
Authority Default Termination
Voluntary Termination or Force
Majeure.

Risk matrix addresses
these issues.

Table 8.1: Relating Data on Risk Outcome to Proposition 1
8.2.4 Data Processing and Analysis – Outcomes relating to
Value
Using the headings established in the previous chapter, the data
relating to value outcomes were extracted primarily from the
interviews with the authors of the DOES reports and the C&AG Report
(2004). Where necessary, the data was supplemented with further
data gathered from the project participant interviews. The data
gathered were then assigned a rating and the overall score at the end
of the rating shows the percentage success that the project outcome
displayed in terms of value.
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Project:

Grouped Schools Project

Date Analysed:

4 October 2006

VALUE
Value
categories

Analysis of achievement of value

Capital
Cost

The evidence conflicts.
C&AG (2004) states that, based against tender price
of similar sized school, the Grouped Schools were
13% more expensive. However, the school used for
comparison was completed at a cost of €400,000 in
excess of its tender price and the circulation space in
the PPP schools was 15% greater.
DOES calculates that provision of a similar school by
conventional means would have cost the Exchequer
an additional €8.3 million in NPV terms when risk
related expenditure is taken into account. As the
DOES figures were subject to considerable scrutiny
by the Department of Finance prior to finalising the
Project Agreement, the DOES concludes that it met
its capital cost targets. The PSC prepared by the
DOES has never been open to public scrutiny.
However, the C&AG has scrutinised this document
and concludes that the cost targets were too high
and calculated incorrectly.
This is difficult to rate due to conflicting evidence.
The score that is given reflects the fact that some of
the assumptions, on which the DOES figures are
based, appear to be open to question.
The unitary payment to the PSO is higher than that
paid to a conventionally built school as it is run and
maintained in a different way. A number of high
extra costs to the DOES have been caused by the
PSO (e.g. waste charges and electricity KVA related
charges). Some items of equipment which were to
be provided on a supply and maintain basis are now
provided as supply only, resulting in extra
maintenance charges. PSO is making little or no
effort to bring in 3rd party income which would
reduce overall costs. Despite these issues, the
unitary charge continues to be paid in full by the
DOES without deduction.

Operating
Cost

Marks
(Max 20 per
category)
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Time

Quality of
the
Facility
Quality of
Service

All agree that the project timeline was shortened by
6 to 12 months by use of PPP. All of the schools
were ready for occupation in advance of the agreed
completion date.
All agree that the quality of the facility is of a good
to excellent standard.
A highly commercial approach to the project on
behalf of the PSO, coupled with inadequate
resources from the DOES to monitor the operation of
the contract, has resulted in several instances of
friction between the management of the schools, the
PSO and the DOES. A number of issues have arisen
where the PSO has not been penalised in according
with the Project Agreement for non-provision of
service.
Total Value rating expressed as a mark out of
100

205
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18

8
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Project:

National Maritime College of Ireland

Date
Analysed:

26 September 2006

VALUE
Value
categories

Analysis of achievement of value

Capital
Cost

A Public Sector Comparator (PSC) was prepared
before the project went to financial close. All agree
that the capital cost of the project came in
comfortably below the PSC figure. The PSC,
however, has never been released into the public
domain.
The cost of operating the facility is as planned in
the PSC. All involved with the project report that it
is running smoothly and that the partners are
cooperating well to keep costs down. An example of
this is the work done by the PSO to reduce the KVA
charge to the DOES. A liaison committee meets
every 10 weeks and consistently targets ways of
bringing in 3rd party income. This is resulting in a
saving to the DOES and further income to the PSO.
Minor areas of non-performance have resulted in
penalties to the PSO in accordance with the Project
Agreement.
All agree that the project timeline was shortened by
use of PPP. The project was delivered fully
commissioned and fit for purpose on the agreed
completion date.
All agree that the quality of the facility is of a very
good standard.
All PSO and DOES staff involved with this project
are keen to stress the high level of co-operation
and openness that exists between the partners. It
is clear that a very positive and pragmatic working
arrangement exists. This is reflected in a very high
standard of service being provided by the PSO. The
college management provides direct monitoring of
the operation of the contract.

Operating
Cost

Time

Quality of
the Facility
Quality of
Service

Marks
(Max 20 per
category)

Total Value rating expressed as a mark
out of 100

206

18

18

20

18
20
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8.2.5 Relating the Data to Proposition 1 – Outcomes relating to
Value
As each of the value headings has been assessed in respect of both
projects, the rating system quickly identifies where there is a
difference between the two projects. The difference in relation to
Capital Cost arises as a result of confusion regarding the compilation
of the PSC. As the PSC for neither project is available for review as
part of this research, it would be pointless to speculate further as to
the accuracy of the figures presented. The headings that did show
significantly different ratings are those concerning Operating Cost and
Quality of Service. These differences are shown in Table 8.2 where
the data gathered is related to the first proposition, namely that there
were differences in project outcomes in terms of value.
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Project 1
Outcome
Difference

Project 2

Operating
Cost

PSO making no apparent
effort to keep costs to
DOES down.

The cost of operating
the facility is as planned
in the PSC.

PSO actions adding to
DOES costs.

PSO making visible
efforts to reduce costs
to DOES. High level of
co-operation on cost
reduction between PSO
and DOES.

PSO taking action to
reduce its own
maintenance costs by
taking advantage of a part
of the Project Agreement
which is unclear as to
which equipment should be
supplied with a
maintenance contract.

PSO and DOES working
closely on developing 3rd
party income. This is
resulting in a saving to
the DOES and further
income to the PSO.

PSO is making no apparent
DOES applying penalties
effort to bring in 3rd party
income which would reduce for any nonconformance.
overall costs.
DOES not applying
penalties for any of these
issues.
Quality
Service

of A highly commercial
approach to the project on
behalf of the PSO.
Poor level of contract
monitoring by DOES.
Evidence of friction
between PSO and school
Principals / DOES.
A number of issues have
arisen where the PSO has
not been penalised in
according with the Project
Agreement for nonprovision of service.

PSO approach based on
co-operation and
openness.
College management
provides direct
monitoring of the
operation of the
contract.
Excellent working
relationship evident
between PSO and
College management /
DOES.
DOES has no reluctance
in applying penalties
when non-conformance
occurs.

Table 8.2: Relating Data on Value Outcome to Proposition 1
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8.2.6 Data Processing and Analysis – Outcomes relating to
Innovation
Using the headings established in the previous chapter, the data
relating to innovation outcomes were extracted primarily from the
interviews with the authors of the DOES reports. Where necessary,
the data were supplemented with further data gathered from the
project participant interviews. The data gathered were then assigned
a rating and the overall score at the end of the rating shows the
percentage success that the project outcome displayed in terms of
innovation.
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Project:

Grouped Schools Project

Date Analysed:

6 October 2006

INNOVATION
Degree to which Innovation was considered
Very comprehensive approach to Innovation evident
Structured approach to Innovation
Specific but limited targets for Innovation
Some Innovation considered
No evidence of Innovation Strategy

Potential
Innovation
identified
Greater potential
use of space through
the provision of a
building shell with
few internal load
bearing walls
Increased circulation
space

Marks

Marks
Available
30
24
18
12
6

Benefits achieved

(Max
3
per
category)

3

3

Provision of lobby
areas outside
classrooms
Greater use of day
lighting

3

Greater use of
adjacencies

3

3

Marks
Allocated

18

Marks
(Max
4
per
category)

Greater flexibility in the use of the
building, particularly in relation to
potential changes that may be
required of the building in the future

Calmer movement of students
throughout the school resulting in
less breakages
Further increases the ease of
movement by taking pupils off the
corridors prior to class commencing
Gives an airy feel to the buildings
which appears to contribute to a
calmer atmosphere in the school.
Reduces costs of artificial lighting
Results in greater use of preparation
space for practical classes and less
distance travelled by pupils between
classes
Change in DOES Specification for
conventionally built schools
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Use of high
insulation roofing
material

2

Use of hardwearing
flooring materials
Use of fair faced
block work
Use of newer design
in school furniture

Use of sturdier
materials generally

2

3

1

Results in lower maintenance costs,
and lower possibility of leaks than in
traditional tiled roofs.
Better sound insulation.
Better heat insulation resulting in
saving on energy costs
Change in DOES Specification for
conventionally built schools
Reduced life cycling costs to PSO

1

Eliminates repainting costs to PSO

2

2

Less breakages resulting in lower
maintenance costs to PSO
Change in DOES Specification for
conventionally built schools
Less vandalism (e.g. in toilet areas),
resulting in lower maintenance costs

2

Total innovation rating expressed as a mark out of 100
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Project:

National Maritime College of Ireland

Date Analysed:

6 October 2006

INNOVATION
Degree to which Innovation was considered
Very comprehensive approach to Innovation evident
Structured approach to Innovation
Specific but limited targets for Innovation
Some Innovation considered
No evidence of Innovation Strategy
Potential
Innovation
identified
Greater potential
use of space through
the provision of a
building shell with
few internal load
bearing walls
Building designed to
accommodate 3rd
party use

Marks

Heat generating
functions located in
the centre of the
building
Greater capture of
light arising from the
direction that the
roof lights are facing
and heat energy
efficiency from the
ceiling design

3

Marks
Available
30

Marks
Allocated

24
18
12
6

Benefits achieved

(Max
3
per
category)

3

3

3

18

Marks
(Max
4
per
category)

Greater flexibility in the use of the
building, particularly in relation to
potential changes that may be required
of the building in the future.

Use of Sports Hall, Catering Area and
Main Lecture theatre close to building
entrance makes these facilities
accessible to 3rd parties with minimum
disruption to the facility as a whole.
Greater reduction in heat loss
contributing to objective of production
an energy efficient building.
Reduces costs of artificial lighting and
contributes to objective of production of
an energy efficient building.
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Greater use of
adjacencies

3

Use of high
insulation roofing
material

2

Use of hardwearing
flooring materials
Use of fair faced
block work
Use of newer design
in furniture

1

Results in better use of simulator suite
and the adjacent break out rooms. Also
results in less time spent by students
travelling from room to room.
Results in lower maintenance costs, and
lower possibility of leaks than in
traditional tiled roofs.
Better sound insulation. Better heat
insulation resulting in saving on energy
costs.
Change in DOES Specification for
conventionally built 3rd level colleges.
Reduced life cycling costs to PSO.

1

Eliminates repainting costs to PSO.

2

2

2

Site locker areas in
open spaces off
corridors

2

Less breakages resulting in lower
maintenance costs to PSO.
Change in DOES Specification for
conventionally built schools.
Reduces the number of students on the
corridors thereby increasing general
circulation space while reducing wear &
tear on the corridors.

Total innovation rating expressed as a mark out of 100

8.2.6 Relating the Data to Proposition 1 – Outcomes relating to
Innovation
As each of the innovation headings have been assessed in respect of
both projects, the rating system quickly establishes that there is no
observable difference between the two projects in terms of project
outcome relating to innovation. It is therefore concluded that
Proposition 1 is not true in the case of innovation on these projects.
8.2.7 Summary – Project Outcomes
In summary, the research found that there were differences in the
project outcomes in some of aspects relating to risk and value.
Reasons for these differences will be sought later in the following
chapter when Proposition 3 is being explored. No observable
difference was detected in the outcomes relating to innovation. As
Proposition 3 relates differences in outcomes to difference in
attitudes, it is now only valid in the case of Risk and Value. However,
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attitudes to innovation are still to be investigated and an assessment
will then be carried out as to any further analysis that is to be
conducted in relation to innovation.
8.3 PARTICIPANT ATTITUDES
In this section, the outcome of the interviews with the following
project participants will be reviewed:

Grouped School
Appendix
Project
Dave Gordan
7
Public
Head of DOES PPP
Unit
Sector Mark Cherry
8
Farrell Grant
Sparks, Advisors
to DOES
9
John Farrell
Regional Director,
Private Hochtief FM
Sector Philip Clarke
10
Regional Director
Hochtief PPP
Solutions

National Maritime
College
Dave Gordan
Head of DOES PPP Unit

Appendix

11

Ferga Kane
Delloitte,
Advisors to DOES

12

Iain Salley
Regional Director,
Bovis LendLease
(Focus Education)
Patrick Mitchell
Facilities Manager,
Vita LendLease
(Focus Education)

13

14

The transcripts of their interviews are noted for reference.

8.3.1 Data Collection
Seven of the interviews were carried out between July and September
2006. The final interview was carried out in December 2006. In each
case the participant was contacted by telephone giving an outline of
what was required and offering to send on further information. Of the
8 interviewees, 3 requested the further information. 1 asked for and
was sent a full list of the questions that would be asked.

The interviews were conducted in a venue of the participants’
choosing. With the exception of one, the venue chosen by the
participant was his/own office building. The interview method used
was that of the Strategic Conversation (Ratcliffe, 2002) whereby the
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questions prepared are used to prompt the interviewee. The questions
are used to guide the interview but depending on the directions that
the conversation takes, are not always asked in the sequence in which
they are written.
The interviews were recorded for accuracy and later transcribed. Each
interviewee was afforded an opportunity to make corrections to the
transcript where the record did not give an accurate representation of
the point being made. A small number of minor amendments were
suggested to 4 of the transcripts. The remainder were accepted
without amendments.

8.3.2 Data Processing – Attitudes relating to Risk
Using the analysis sheets developed in the previous chapter, the data
relating to risk attitudes, gathered from the participant interviews,
were processed. The answers were assigned a mark along the
appropriate 1-5 scale and then multiplied by the rating each
interviewee assigned to risk. The attitudes recorded of the two
participants from the public sector on project one are presented first
and are followed by the attitudes of the private sector participants on
project one. The same sequence is then followed in presenting the
attitudes of the participants on project two.
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Risk Attitudes Project 1 - Public Sector
Risk
Attitudes

Affective

Cognitive

What were
the
objectives
relating to
risk?

Which risks
were
identified?

Which risks
were
identified
as critical
to project
success?
In what
way were
these risks
critical?

INTERVIEW 1

Rating

INTERVIEW 2

(x 25)

Rating
(x 25)

Total
Rating

On taking advice
from consultants,
DOES set out the
types of risks
associated with the
project and decided
which risks should be
carried by which
party. Key issue in
choosing PPP was to
shorten overall
delivery time.
Full Planning
Permission1, Design2,
Construction3,
Availability4,
Operation5, Project
Financing, Demand,
Changes in tax rates,
Changes in pupilteacher ratio,
Residual value.
All were important
but 1-5 above would
have the most effect
on the success of the
actual project.

4
(100)

To ensure that the
risk profile was the
same as for schools
projects in the UK
and to ensure that
the DOES benefited
from the financial
gains of refinancing.

4
(100)

200

5
(125)

As detailed in the
C&AG Report.

5
(125)

250

3
(75)

Whole project was
critical.

5
(125)

200

1, 2 and 3 – would
dictate when the
school would become
available.
4 & 5 – would dictate
the success of the
school in use.

5
(125)

It would have
implications for the
future of PPP in
Ireland.

5
(125)

250

Σ450
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Analysis carried out
with expert consultants
hired by DOES.

3
(75)

This was
primarily the
identification of
headline risks
and where they
were allocated.
There was no
need to get down
into the detailed
risk.

3
(75)

What
process was
used to
manage the
risk
allocation?

Risk allocation was
carried out by DOES
having taken advice
from the expert
consultants in order
to produce draft
project agreement.
This was given for
comment to the six
consortia who
entered an
Expression Of
Interest (EOI) in the
project. On receipt
of the EOIs,
meetings were held
with each
consortium relating
to financing, design,
legal operation of
the project.
Comments received
were used to finalise
the project
agreement and this
was issued, clearly
outlining the risk
allocation to each of
the three of the
consortia who
participated in the
Invitation To
Negotiate (ITN)
stage.

5
(125)

Risk is
assigned
through market
acceptance and
negotiation.
The general
principles of
this procedure
were agreed
with all of the
bidders at the
start and the
details were
worked out
individually
with each of
the bidders
during the
bidder liaison
meetings.

5
(125)

Behavioural

What
processes
were used to
analyse risk
on the
project?

150

250

Σ400

The relative importance ratings of the elements of the risk attitudes of
the public sector for Project 1 are therefore summarised as Affective –
450, Behavioural – 400 and Cognitive – 450. This is illustrated in
figure 8.1.
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Figure 8.1: Focus of Public Sector Risk Attitude – Project 1
This profile shows the attitude displayed by the public sector
participants on this project were not solely concentrating on its public
sector risk objectives but was open to working towards project level
risk objectives.
Risk Attitudes Project 1 - Private Sector

Cognitive

Risk
Attitudes
What
were the
objectives
relating to
risk?

Which
risks were
identified?

INTERVIEW 1
DOES dictated
certain risks were
to be transferred.

Demographic
changes to be
retained by client
Planning
Permission,
Design,
Construction, and
Operation – all to
be transferred to
SPV.

Rating
(x 20)

3
(60)

2
(40)

218

INTERVIEW 2
CJV objective
was to get into
long term school
accommodation
provision.
Building of trust
to reduce risk
was a key
objective.
Risk allocation
was identified in
the Draft Project
Agreement.
SPV took on risk
of Planning,
Design,
Construction and
Inflation.

Rating
(x 20)

Total
Rating

4

140

(80)

3
(60)

100

Σ240
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Which risks
were
identified as
critical to
project
success?
In what
way were
these risks
critical?

2

Planning
Permission1,
Construction2,
Availability3.

(40)

1

1 & 2 could delay
the opening of the
school and delay
start of income
3 could affect
ongoing income.

(20)

What
processes
were used
to analyse
risk on the
project?

Brainstorming within
the SPV, made use
of experience gained
on PFI schools in
UK.

What
process was
used to
manage the
risk
allocation?

Managed within SPV
– cost of risk
transfer was part of
pre-contract
negotiations with the
client .

2
(40)

2
(40)

The Financial
risk.

For commercial
viability of the
project, but
also the
scoring
mechanism
was weighted
in favour of
Financial,
ahead of
Design,
Sustainability
and the other
factors.
Risk analysis
was an ongoing process
throughout
procurement
process. Mostly
analysed
through
discussion.
Arose during
meetings
between Client
and SPV at
procurement
stage.

2
(40)

80

2
(40)

60

Σ140

4
(80)

140

4
(80)

140

Σ280

The relative importance ratings of the elements of the risk attitudes of
the private sector for Project 1 are therefore summarised as Affective
– 140, Behavioural – 280 and Cognitive – 240. This is illustrated in
Figure 8.2.
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Figure 8.2: Focus of Private Sector Risk Attitude – Project 1

The profile displayed shows an organisation that is strongly focused
on achieving its own objectives, with some disposition to action on a
number of project level issues. The attitudes recorded suggest that
there is a strong understanding of the organisational position and a
lesser appreciation of project level issues.
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Risk Attitudes Project 2 - Public Sector

Risk
Attitudes

Cognitive

What
were the
objectives
relating to
risk?

Which
risks were
identified?

Ratin
g
(x 25)

INTERVIEW 1
On taking advice from
consultants, DOES set
out the types of risks
associated with the
project and decided
which risks should be
carried by which
party. Specific risk
issues in this project
related to the
availability of the
simulation suite, the
training pool and the
jetty.
Full Planning
Permission1, Design2,
Construction3,
Availability4,
Operation5, Project
Financing, Demand,
Changes in tax rates,
Residual value.

4
(100)

5
(125)

221

INTERVIEW 2
On taking
advice from
consultants,
DOES set out
the types of
risks
associated with
the project and
decided which
risks should be
carried by
which party.

Full Planning
Permission1,
Design2,
Construction3,
Availability4,
Operation5. Full
risk matrix
produced.

Ratin
g
(x 20)

Total
Ratin
g

4
(80)

180

5
(100)

225

Σ405
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Behavioural

Affective

Which risks
were
identified as
critical to
project
success?

In what
way were
these risks
critical?

Of the general risks,
all were important
but 1-5 above would
have the most effect
on the success of
the actual project.
As the specific risk
issues noted above
were critical to the
operation of the
college, they are
critical to project
success.
1, 2 and 3 would
dictate when the
college would
become available
4 & 5 would dictate
the success of the
college in use
Availability of the
facilities noted
above were
paramount the
project success.

What
processes
were used
to analyse
risk on the
project?

Analysis carried out
with expert
consultants hired by
DOES.

What
process was
used to
manage the
risk
allocation?

Allocation was
carried out by DOES
having taken advise
from the expert
consultants.

5
(125)

5
(100)
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3
(75)

3
(75)

Completion of
construction
phase and the
availability of
the simulation
equipment.

Completion of
construction
dictated when
the college
would open
and was
required to be
ready in
advance of the
new academic
year.
The availability
of the
simulation
equipment was
essential if the
college was to
function as a
naval training
facility.
Project
Management
(PM) Team
prepared initial
risk matrix and
brainstormed
with DOES, CIT
& INS to
finalise matrix.
Risk Allocation
was written
into the output
specification
and bidders
were required
to address risk
through their
bids.

4
(80)

205

4
(80)

205

Σ410

5
(100)

175

5
(100)

175

Σ350
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The relative importance ratings of the elements of the risk attitudes of
the public sector for Project 2 are therefore summarised as Affective –
410, Behavioural – 350 and Cognitive – 405. This is illustrated in
figure 8.3.

Affective
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Cognitive
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400

500

600

Project Focus

Figure 8.3: Focus of Public Sector Risk Attitude – Project 2

Similar to project 1, this profile shows the attitudes displayed by the
public sector participants on this project were not solely concentrating
on its public sector risk objectives but were open to working towards
project level risk objectives.
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Risk Attitudes Project 2 - Private Sector
Risk Attitudes

INTERVIEW 1

Rating

INTERVIEW 2

(x 30)

DOES dictated
certain risks were
to be transferred
through the
project agreement.

Which risks
were
identified?

Standard risks to
PPP plus a number
of risks arising
from the specialist
equipment that
was required by
the client.
SPV also had the
risk of setting up
in a new location.

Affective

Cognitive

What were
the
objectives
relating to
risk?

Which risks
were
identified as
critical to
project
success?
In what
way were
these risks
critical?

From the
perspective of the
SPV
Construction1and
Availability2 were
most critical.
1 - Could delay the
opening of the
facility and delay
start of income
2 – Could affect
ongoing income.

3
(90)

5
(150)

2
(60)

2
(60)
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DOES dictated
certain risks
were to be
transferred
through the
project
agreement.
Changes in law,
Demographic
changes – all to
be retained by
client
Planning
Permission,
Investment,
Design,
Construction,
Availability and
Operation – all to
be transferred to
SPV.
Also specifically
identified was
the simulation
equipment and
the requirement
to keep the
associated IT
provision up to
modern
standards
throughout the
duration of the
operating
contract.
Construction1,
Availability –
particularly the
availability of the
simulation
equipment2.
1 could delay the
opening of the
facility and delay
start of income
2 could affect
ongoing income.

Rating

Total

(x 20)

Rating

3

150

(60)

5
(100)

250

Σ400

2
(40)

100

2
(40)

100
Σ200
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What
processes
were used
to analyse
risk on the
project?

Analysed at
project level by
DOES and Project
Board
SPV risks analysed
by brainstorming
within SPV
partners and use
of consultation
with Project Board.

What
process was
used to
manage the
risk
allocation?

Managed by the
Project Board.
Project Board were
very effective in
using one point of
contact throughout
the process to
analyse issues and
arrive at a quick
decision. Project
board was
empowered to
make decisions
Ongoing risk
analysis within SPV
leads to action
being taken to
reduce or control
risk.

5
(150)

5
(150)

Analysed at
project level by
DOES and
Project Board.
SPV risks
analysed by
brainstorming
within SPV
partners and use
of consultation
with Project
Board discussion.
During
operational
stage, Lend
Lease
organisation
periodically
analyse risk at
project level by
establishing the
top ten risks at
project level.
Managed by the
Project Board.
Project Board
were very
effective in using
one point of
contact
throughout the
process to
analyse issues
and arrive at a
quick decision.

5
(100)

250

5
(100)

250

Σ500

The relative importance ratings of the elements of the risk attitudes of
the private sector for Project 2 are therefore summarised as Affective
– 200, Behavioural – 500 and Cognitive – 400. This is illustrated in
figure 8.4.
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Figure 8.4: Focus of Private Sector Risk Attitude – Project 2

This profile displays an organisation that is focused on its own
objectives but also displays a strong disposition to action on project
level issues. The attitudes recorded shows that there is a strong
understanding of the organisational position and a significant level of
understanding of the overall project level issues.
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8.3.3 Relating the Data to Proposition 2 – Attitudes relating to
Risk
As each of the risk headings has been assessed in respect of both
projects, the rating system quickly identifies where there is a
difference between the two projects. These differences are shown in
Table 8.3 and illustrated in Figure 8.5, where the data gathered is
related to the second proposition, namely that there were differences
in the attitudes of the project participants in terms of risk.

Project 1

Project 2

Public

Private

Public

Private

Sector

Sector

Sector

Sector

Affective

450

140

410

200

Behavioural

400

280

350

500

Cognitive

450

240

405

400

Table 8.3: Relating Data on Risk Attitudes to Proposition 2

Project 1

Attitudes to Risk
Public Sector
Affective

Private Sector

Project 2

Behavioural
Cognitive

Public Sector
Private Sector
0
100
Organisation Focus

200

300

400

500

600
Project Focus

Figure 8.5: Relating Data on Risk Attitudes to Proposition 2
The data presented shows slight differences in the Public Sector
attitudes to risk on the projects. However, rather than being
exclusively focused on its own objectives, the DOES attitudes show a
clear willingness to focus on project level objectives. The most
noticeable difference in attitude occurs between the private sector
organisations: in particular the difference in the behavioural and

227

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 8

cognitive elements of the risk attitude. The PSO in project 2 shows a
much clearer openness to adopting a project focus whilst the PSO on
project 1 shows a strong focus in favour of its own organisation. On
average, there is a greater tendency in the project 2 organisations to
work towards project level objectives.
The differences found show that Proposition 2 is true for risk. The
following chapter will investigate whether or not the differences in risk
outcomes can be attributed to the difference in focus between the two
PSOs.
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8.3.4 Data Processing – Attitudes relating to Value
Using the analysis sheets developed in the previous chapter, the data
relating to value attitudes, gathered from the participant interviews
were processed. The sequence of processing the data relating to risk
is repeated here with the data relating to value.

Value Attitudes Project 1 – Public Sector

Cognitive

Value
Attitudes
What
were the
objectives
relating to
value?

How were
these
objectives
arrived
at?

Rating
(x 20)

INTERVIEW 1
To provide a school in
a shorter time period
than under traditional
procurement.
To provide a school at
the same or lower cost
to that which could be
provided by the public
sector.
Buildings to have a life
of 10years + at the
end of the concession
period.
To achieve a similar or
better standard
compared to schools
procured under
traditional
procurement.
To find better ways of
building schools and
to bring this
knowledge back into
the traditional school
building programme.
Standard objectives of
a PPP. 5th objective
identified early in the
process as a potential
added value outcome
of the project.
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4
(80)

4
(80)

INTERVIEW 2
The time to
procure the
school would
be shorter.
The bids would
be comparable
to the basic
building costs
that the DOES
would have for
building
conventionally
procured
schools.
The quality
would be
higher.

Standard
objectives for a
PPP.

Rating
(x 25)

Total
Rating

4
(100)

180

4
(100)

180
Σ360
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Affective

Which
objectives were
identified as
critical to
project
success?

In what way
were these
objectives
critical?

Behavioural

How were the
value related
objectives
analysed?

How was the
value
management
administered?

As this was a
pilot project, it
was critical to
ensure that the
comparison to
procurement
under traditional
methods was
achieved in
terms of time,
cost and quality.
Politically, if
these went badly
wrong they
would be held up
as a negative
example of PPP
for years.
Analysed by
DOES having
taken advice
from the expert
consultants.

DOES used
internal expertise
to examine
technical aspects
of each of the
bids. Where
internal expertise
was not available
external experts
were consulted
on specialist
areas.

2
(40)

2
(40)

3
(60)

4
(80)

To ensure that
the capital
costs were
approximately
in line with
those for
conventionally
procured
schools.

DOES was
accountable to
the
Department of
Finance for the
costs.
A cost analysis
was prepared
as a headline
PSC.
Service
requirements
were included
as part of the
output
specification
Time objectives
were set by the
DOES PBU.
Negotiated
during the
procurement
process as
different
bidders came
up with their
own
approaches to
the project.

2
(50)

90

2
(50)

90
Σ180

5
(125)

185

5
(125)

210
Σ395

The relative importance ratings of the elements of the value attitudes
of the public sector for Project 1 are therefore summarised as
Affective – 180, Behavioural – 395 and Cognitive – 360. This is
illustrated in figure 8.6
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Figure 8.6: Focus of Public Sector Value Attitude – Project 1
This profile shows that the DOES is focused primarily on its own value
objectives but also displays a strong disposition to action on project
level issues. The attitudes recorded shows that the public sector has a
strong understanding of its own organisational position and a
significant level of understanding of the overall project level issues.
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Value Attitudes Project 1 – Private Sector

Cognitive

Value
Attitudes
What
were the
objectives
relating to
value?

How were
these
objectives
arrived
at?

Rating
(x 25)

INTERVIEW 1
No joint objectives set
with DOES
SPV objectives, from a
time, cost & quality
perspective, were:
Time
To bring the
facility to the
operation stage
as early as
commercially
feasible.
Cost
Identify life
cycle costs and
structure the
price to meet
these costs.
Make a
commercially
viable profit.
Cover bidding
costs from this
project and
other projects
where SPV was
not successful.
Quality
Produce a
building of such
quality that
initial costs
would be
justified by later
savings due to
reduced running
costs.
Give the client a
potentially
value-added
product thereby
bringing the
benefits of UK
PFI experience
in schools to
Ireland.
Standard business
objectives within SPV.

4
(100)

4
(100)

INTERVIEW 2
Time
To get the
facility up
and running
within
programme
and to
continue to
run it over
the next 25
years.
Cost
To deliver
the project
within the
tendered
price.
Quality
Produce a
building of
such quality
that life cycle
costs would
be reduced
to a
minimum.

Standard business
objectives.

Rating
(x 20)

Total
Rating

4
(80)

4
(80)

180

180
Σ360
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Which
objectives
were
identified as
critical to
project
success?
In what way
were these
objectives
critical?

How were the
value related
objectives
analysed?
How was the
value
management
managed?

Time and cost and
first quality
objective were
critical. Second
quality objective
was desirable.
Time and cost
were critical in
order to bring
forward the start
of the income
stream.
First quality
objective would
dictate levels of
running costs
throughout the life
of the project.
SPV invested in
value engineering
techniques.
Internally
managed by the
SPV.

1
(25)

1
(25)

1
(25)

1

All critical in their
own way.

All dependent on
each other.
Without proper
quality, you run
the risk of getting
the lifecycling
wrong with a
potential negative
result to your long
term costs.

SPV carried out its
own valueengineering
exercises.
Internally by SPV.

(25)

1
(20)

45

1
(20)

45

Σ90

1
(20)

45

1

45

(20)

Σ90

The relative importance ratings of the elements of the value attitudes
of the private sector for Project 1 are therefore summarised as
Affective – 90, Behavioural – 90 and Cognitive – 360. This is
illustrated in figure 8.7.
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Figure 8.7: Focus of Private Sector Value Attitude – Project 1
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This profile shows that the PSO is focused very strongly on its own
value objectives and displays very little disposition to action on
project level value issues. Despite this, the attitudes recorded show a
significant level of understanding of the overall project level value
issues in addition to a strong understanding of its own organisational
position.
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Value Attitudes Project 2 – Public Sector

Cognitive

Value
Attitudes
What
were the
objectives
relating to
value?

How were
these
objectives
arrived
at?

INTERVIEW 1
Time
To provide the
college within
the time period
required by the
DOES.
Cost
To provide the
college at the
same or lower
cost as defined
by the Public
Sector
Benchmark
(PSB).
Quality
To provide a
world class
facility for the
education and
training of
Navy and
merchant
seaman
personnel.

Standard
objectives of a
PPP. Second
quality
objective
identified early
in the process
as a potential
added value
outcome of the
project.

Rating
(x 20)

4
(80)

4
(80)

INTERVIEW 2
Time
To provide the college
in a shorter time
period than under
traditional
procurement.
Cost
To provide the college
at the same or lower
cost than that which
could be provided by
the public sector
assuming the facilities
provided by both
sectors would be
identical
Buildings to have a life
of 10years + at the
end of the concession
period.
Quality
To provide a world
class facility for the
education and training
of Navy and merchant
seaman personnel.
To find better ways of
building third level
colleges and to reuse
this knowledge in the
provision of further
3rd level college
accommodation.
Decided by the
management of the
DOES PPP Unit in
consultation with the
PM Team and
proposed users of the
facility. During the
procurement process,
in final bid stage,
there was close cooperation between the
bidder and the DOES
on the means by
which the objectives
would be achieved.
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Rating
(x 30)

Total
Rating

4
(120)

200

5
(150)

230

Σ430
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Affective

Which
objectives
were
identified
as critical
to project
success?

In what
way were
these
objectives
critical?

Whilst time and
cost objectives
were critical in
the initial
stages of the
project, the
first quality
objective was
the most
critical
objective.
The existing
facilities for
provision of
this training
were outdated
and
replacement
was of an
extremely
urgent nature.
The required
quality was
critical as this
was to be a
shared facility
and only one of
the highest
standards
would convince
those using the
facility that
procurement
through PPP
was a success.

3
(60)

3
(60)

Whilst time and cost
objectives were critical
in the initial stages of
the project, the
quality objective was
the most critical
objective to the users.

The existing
facilities for provision
of this training
required the hands-on
training to be carried
out at sea
This was not the
way such training was
being done in a
modern facility
The new facility also
had to be of the
highest standards to
attract business from
other places
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3
(90)

150

3
(90)

150

Σ300
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Behavioural

How were the
value
related
objectives
analysed?

How was the
value
management
administered?

DOES used
internal
expertise to
examine
technical
aspects of
each of the
bids.
Where
internal
expertise was
not available
external
experts were
consulted on
specialist
areas.
DOES and
the preferred
bidder
developed a
strong
working
relationship
which was
used in
addressing
value
management
issues.

4
(80)

5
(100)

DOES, PM Team
and the bidders
used a
brainstorming
approach to
establish, promote
and review
objectives.

DOES, PM Team
and the preferred
bidder developed a
strong working
relationship which
was used in
addressing value
management
issues. Debriefing
sessions followed
discussions, to
ensure all
information arising
was fully recorded
and communicated
appropriately.

5
(150)

230

5
(150)

250

Σ480

The relative importance ratings of the elements of the value attitudes
of the public sector for Project 2 are therefore summarised as
Affective – 300, Behavioural – 480 and Cognitive – 430. This is
illustrated in figure 8.8.
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Figure 8.8: Focus of Public Sector Value Attitude – Project 2
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This profile shows that the DOES is focused primarily on its own value
objectives but also displays a strong disposition to action on project
level issues. The attitudes recorded show that there is a strong
understanding of its own organisational position and a significant level
of understanding of the overall project level issues.
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8.4.5 Value Attitudes Project 2 – Private Sector

Cognitive

Value
Attitudes
What
were the
objectives
relating to
value?

How were
these
objectives
arrived
at?

INTERVIEW 1
No joint objectives
set with DOES
SPV objectives, from
a time, cost &
quality perspective,
were:
Time
To bring the facility
to the operation
stage by the
availability date as
dictated by the PA.
Cost
Identify life cycle
and capital
expenditure costs,
creating the best
balance and value to
maximise the
efficiencies of the
financial model.
Make a commercially
viable profit.
Quality
Produce a building of
such quality that
initial costs would be
justified by later
savings due to
reduced running
costs.
Standard business
objectives within
SPV.

Rating
(x 15)

4
(60)

4
(60)
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INTERVIEW 2
No joint objectives
set with DOES
From a time, cost &
quality perspective,
SPV objectives
were:
Time
To bring the facility
to the operation
stage by 4th
October 2004.
Cost
To deliver the facility
at the agreed
standard while
making a
commercially viable
profit. The project
agreement also
required the Client
and the SPV to work
together to promote
3rd party income.
Quality
Clear performance
objectives defined in
the contract.

Time
Set out in the
Project Agreement.
Cost
Standard business
objectives within
SPV.
Quality
Client was very
focused on the
precise requirements
of the facility and
ensured that these
requirements were
clearly identified in
the invitation to
tender.

Rating
(x 20)

Total
Rating

4
(80)

140

5
(100)

160

Σ300
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All were critical.

1
(15)

Time and cost were
critical in order to
bring forward the
start of the income
stream. Quality
objective would
dictate levels of
running costs
throughout the life
of the project.

1
(15)

Affective

Which
objectives
were
identified
as critical
to project
success?
In what
way were
these
objectives
critical?
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All critical in their
own way.

Time
- critical in bringing
the building into
use – thereby
starting the
income to the
SPV.
Cost
- construction cost
was critical to
ensure long term
financing
projections were
accurate while
ongoing cost
control
determines
whether or not
the SPV make an
on-going profit on
the project.
- for SPV 3rd party
income would
boost profitability
of the project, for
Client it would
reduce the overall
cost of running
the facility.
Quality
- critical in that it
defines the
performance
levels that must
be achieved and
such quality is
dependent both
on the life cycle
analysis that was
done at the
design stage and
on the
management of
the facility
throughout the
duration of the
contract.

1
(20)

35

3
(60)

75

Σ110
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Behavioural

How were the
value related
objectives
analysed?

How was the
value
management
managed?

SPV consulted
amongst
themselves and
with Project
Board to analyse
objectives.
Internally
managed by the
SPV.

4
(60)

1
(15)

SPV consulted
amongst themselves
and with Project
Board to analyse
objectives.
Initially managed
internally by the
SPV. During
operational stage,
SPV and Client
Liaison Committee
must meet every 3
months. On-going
value management
is an issue that is
discussed at these
meetings.

4
(80)

140

4
(80)

95

Σ235

The relative importance ratings of the elements of the value attitudes
of the private sector for Project 2 are therefore summarised as
Affective –110, Behavioural – 235 and Cognitive – 335. This is
illustrated in figure 8.9.
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Figure 8.9: Focus of Private Sector Value Attitude – Project 2

This profile shows that the PSO is focused strongly on its own value
objectives and but displays a noticeable disposition to action on
project level value issues. The attitudes recorded show a strong
understanding of its own organisational position and a significant level
of understanding of the overall project level value issues.
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8.4.6 Relating the Data to Proposition 2 – Attitudes relating to
Value
As each of the value headings have been assessed in respect of both
projects, the rating system quickly identifies where there is a
difference between the two projects. These differences are shown in
Table 8.4 and figure 8.10, where the data gathered is related to the
second proposition, namely that there were differences in the
attitudes of the project participants in terms of value.

Project 1

Project 2

Public

Private

Public

Private

Sector

Sector

Sector

Sector

Affective

180

90

300

110

Behavioural

395

90

480

235

Cognitive

360

360

430

335

Project 2

Project 1

Table 8.4: Relating Data on Value Attitudes to Proposition 2

Public Sector

Affective
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Cognitive

Private Sector
Public Sector
Private Sector
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Figure 8.10: Relating Data on Value Attitudes to Proposition 2
The data presented show differences in the private sector attitudes to
value on the projects, particularly in the behavioural element of the
attitude. However,

as

would be
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expected from a commercial
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organisation, the primary focus is that of achieving value for the
private

sector

investors

in

the

project.

Nonetheless,

both

organisations show a strong understanding of the value issues at a
project level. From a behavioural perspective, the PSO on Project 2
shows a stronger willingness to deliver on project level value
objectives.
The public sector attitudes show differences in the attitude to value,
with project 2 showing a more pronounced project focus across all
three elements. The history of the projects may explain some of this
difference as Project 1 was the first such project and the level of
caution with which it was approached may have been higher as a
result. On average, there is a greater tendency in the Project 2
organisations to work towards project level objectives.
The differences found show that Proposition 2 is true for value. Again,
the following chapter will investigate whether or not the differences in
value outcomes can be attributed to these differences in focus.
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8.4.7 Data Processing – Attitudes relating to Innovation
Using the analysis sheets developed in the previous chapter, the data
relating to

innovation attitudes, gathered from the participant

interviews were processed. The sequence of processing the data
relating to risk and to value is repeated here with the data relating to
innovation.
Innovation Attitudes Project 1 – Public Sector

Cognitive

Attitudes
to
Innovation
What were
the
objectives
relating to
innovation?

What
potential
innovations
were
identified?

INTERVIEW 1
Cost Saving
Innovation
An issue for the
operator to ensure
that the facility is
delivered as fit for
purpose whilst
reducing running costs
over life of the
project. Becomes a
saving for the DOES
where the saving is
used to contribute to
generating a lower
tender price. DOES
did not set any
specific Cost Saving
Innovation objectives
for SPV.
Product Enhancing
Innovation
Objectives
Gather information on
new building
practices, use of new
materials and use of
school
furniture/equipment
with a view to
modernising the
specification of
traditionally procured
schools.
Decided by the
management of the
DOES PPP Unit.
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Rating
(x 15)

INTERVIEW 2

5

Revolved
around the
quality of the
build, the
circulation
space (which
was to be
increased by
up to 30%)
and getting a
higher
standard of
IT into the
schools.
Cost Saving
Innovation
was an issue
for the
Operator and
it was
important
that the
Operator be
allowed to
incorporate
such
innovations.

(75)

2
(30)

Guidelines for
corridor
space and
circulation
space were
under review
by the PBU at
the time.

Rating
(x 10)

Total
Rating

4
(40)

1

115

40

(10)

Σ155
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In your
view, which
innovationrelated
issues were
identified as
critical to
project
success?
In what
way were
these
issues
critical?

Cost saving objectives
must meet fitness for
purpose requirements.
Product enhancing
innovations were
important but not
critical.

What
processes
were used
to identify
potential
for
innovation
on the
project?

Product enhancing
innovation was openly
examined due to the
pilot nature of the
project. This allowed
the DOES to deviate
from the standard
internal schools
specification.

What
process was
used to
manage the
use of
innovation?

Increased school size
(by 5%) was a
requirement in the
tender documentation.
Other innovation
related issues were
evaluated by the
DOES against the
standard technical
specification for a
school. DOES did not
specify specific
innovations as the
SPV carried the risk of
ensuring that the
facility met the fitness
for purpose
requirements.

If fitness for purpose
was not met, the
school would be
unsuitable and the
DOES would not pay
for such a facility.

4
(60)

2
(30)

2
(30)

3
(45)

All were
important,
but not
critical.

1
(10)

70

It was
important to
show that
using the PPP
process could
bring a
benefit.
Innovation
related
objectives
arose from
question and
answer
sessions with
the bidders
and through
the bidder
liaison
meetings.
The DOES
architects
would
examine the
proposals and
satisfy
themselves
that they
were happy
with what
was
proposed.

1

40

(10)

Σ110

4
(40)

70

3
(30)

75

Σ145

The relative importance ratings of the elements of the innovation
attitudes of the public sector for Project 1 are therefore summarised
as Affective – 110, Behavioural – 145 and Cognitive – 155. This is
illustrated in figure 8.11.
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Figure 8.11: Focus of Public Sector Innovation Attitude –
Project 1

This profile shows that on project 1, the DOES is focused very
strongly on its own innovation objectives and shows little noticeable
disposition to action on project level value issues. From a cognitive
perspective, the DOES is clear on the innovation that it wants from
the project, but is not interested in innovation beyond this.
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Innovation Attitudes Project 1 – Private Sector

Cognitive

Attitudes
to
Innovation
What were
the
objectives
relating to
innovation?

What
potential
innovations
were
identified?

INTERVIEW 1
Cost Saving
• to reduce
running costs
over life of the
project
Product Enhancing
• to present the
DOES with a
better product
based on the
experience of
several years
involvement in
the provision
of schools
through PFI in
the UK.
Cost Saving
• facilities
management
involved at
design stage
in order to
maximise
savings.
Product Enhancing
• Brought
suggestions to
DOES through
the bid which
would show
that SPV
would produce
a high quality
school.

Rating
(x 15)

4
(60)

4
(60)

INTERVIEW 2
From the design
perspective,
• to maximise
corridors and
circulation
areas.
• to maximise
the
effectiveness
of adjacencies.
• to extract the
maximum
amount of
available that
could be used
in the footprint
of the
building.
Use of different
footprints and
different layout of
blocks within the
building.

Rating
(x 20)

Total
Rating

4
(80)

140

4
(80)

140

Σ280
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In your
view, which
innovationrelated
issues were
identified as
critical to
project
success?
In what
way were
these
issues
critical?

Provision of
product enhancing
innovations.

Viewed by SPV as
being the critical
issue that would
decide the
outcome of the
tendering process
as most bids would
be similar on price.

What
processes
were used
to identify
potential
for
innovation
on the
project?

Looked at UK
model for schools
and made
decisions based on
this model. In
some cases this
didn’t work as the
school culture in
the UK is different
to that in Ireland.

What
process was
used to
manage the
use of
innovation?

No formal
management other
than following
potential
innovations that
emerged in value
engineering

4
(60)

3
(45)

4
(60)

3
(45)

To provide schools
for the future.

They are scored as
part of the
evaluation of the
bid, as are
affordability and
legal issues, etc.
The DOES dictates
the value that they
apply to innovation
in the bid and this
reflects their own
view of how critical
it is.
Regular
consultation with
experienced
educationalists on
PSO designs to
increase PSO
awareness of the
issues that it
should be raising
and the likely
reaction from the
DOES.
The design team
approached this
project with a brief
to be innovative
and the solutions
that arose were
arrived at through
their application of
their experience to
the development
of the design.

4
(80)

140

3
(60)

105

Σ245

5
(100)

160

4
(80)

125

Σ285

The relative importance ratings of the elements of the innovation
attitudes of the private sector for Project 1 are therefore summarised
as Affective – 245, Behavioural – 285 and Cognitive – 280. This is
illustrated in figure 8.12.
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Figure 8.12: Focus of Private Sector Innovation Attitude –
Project 1

This profile shows that the PSO is focused strongly on its own value
objectives, but is also willing to explore innovation at a project level.
It displays a noticeable disposition to action on project level value
issues. The attitudes recorded show a strong understanding of its own
organisational position and a significant level of understanding of the
overall project level value issues.
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Innovation Attitudes Project 2– Public Sector

Cognitive

Attitudes
to
Innovation
What were
the
objectives
relating to
innovation?

What
potential
innovations
were
identified?

INTERVIEW 1
Cost Saving
Innovation
An issue for the
operator to ensure
that facility is
delivered as fit for
purpose whilst
reducing running
costs over life of
the project.
Becomes a saving
for the DOES
where the saving
is used to
contribute to
generating a lower
tender price. DOES
did not set any
specific objectives
Cost Saving
Innovation for the
SPV.
Product
Enhancing
Innovation
Objectives
To procure a world
class state of the
art facility for the
education and
training of Navy
and merchant
seaman personnel.
To gather
information on
new building
practices, use of
new materials and
use of furniture &
equipment with a
view to finding
better ways of
providing further
3rd level
accommodation.
Energy efficient
building.

Rating
(x 15)

5
(75)

2
(30)

INTERVIEW 2
Cost Saving
Innovation
DOES did not set
any specific
objectives for the
SPV in relation to
Cost Saving
Innovation, as it
was an issue for
the operator to
ensure that
facility is
delivered as fit
for purpose
whilst reducing
running costs
over life of the
project.
Product
Enhancing
Innovation
Objectives
To procure a
world class state
of the art facility
for the education
and training of
both Navy and
merchant
seaman
personnel.
To find better
ways of building
third level
colleges and to
reuse this
knowledge in the
provision of
further 3rd level
college
accommodation.

Energy
efficiency.

Rating
(x 10)

Total
Rating

5
(50)

125

2

55

(25)

Σ180
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Affective

In your
view, which
innovationrelated
issues were
identified as
critical to
project
success?

In what
way were
these
issues
critical?

Cost saving
objectives must
meet fitness for
purpose
requirements.
1st Product
enhancing
innovation was
critical, 2nd was
important but not
critical.
If fitness for
purpose was not
met, the school
would be
unsuitable and the
DOES would not
pay for such a
facility.
If the facility
provided was not
world class it
would be difficult
to persuade the
Navy and the
Merchant Seamen
that a jointly
occupied facility
was a success.

4
(60)

4
(60)

First product
enhancing
innovation was
critical.

If the facility
provided were
not world class it
would not meet
the new training
standards.

3
(30)

90

2
(20)

80

Σ170
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Addressed as part
of analysis of risk
and value and
agreed within the
Project Team. The
Project team
worked closely
with the bidder to
make sure that
they were clear on
the DOES/INS
needs.

What
process was
used to
manage the
use of
innovation?

Innovation related
design proposals
were evaluated by
the DOES when
proposed by the
SPV. DOES did not
specify specific
innovations as the
SPV carried the
risk of ensuring
that the facility
met the fitness for
purpose
requirements.

5
(75)

Behavioural

What
processes
were used
to identify
potential
for
innovation
on the
project?

5
(75)

They were
decided by the
management of
the DOES PPP
Unit in
consultation with
the PM Team and
proposed users
of the facility.
During the
procurement
process, in final
bid stage, there
was close cooperation
between the
bidder and the
DOES on the
means by which
the objectives
would be
achieved.
The objective
relating to
learning from the
process was set
by DOES.
Innovation
objectives were
embedded in the
project
documents and
issues arising
during the
project were
evaluated by the
DOES against
the standard
technical
specification for
a school. SPV
carried the risk
of ensuring that
the facility met
the fitness for
purpose
requirements.

5
(50)

125

2
(20)

95

Σ220

The relative importance ratings of the elements of the innovation
attitudes of the public sector for Project 2 are therefore summarised
as Affective – 170, Behavioural – 220 and Cognitive – 180. This is
illustrated in figure 8.13.
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Figure 8.13: Focus of Public Sector Innovation Attitude –
Project 2

This profile shows that on project 2, the DOES is focused very
strongly on its own innovation objectives and but shows a small level
of disposition to action on project level value issues. From a cognitive
perspective, the DOES is clear on the innovation that it wants from
the project, but does not display significant interest innovation
beyond this.
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Innovation Attitudes Project 2 – Private Sector

Affective

Cognitive

Attitudes
to
Innovation
What were
the
objectives
relating to
innovation?

What
potential
innovations
were
identified?

In your
view, which
innovationrelated
issues were
identified as
critical to
project
success?
In what
way were
these
issues
critical?

INTERVIEW 1
Cost Saving – To
reduce running
costs over life of
the project.
Designed as a
green building
(naturally vented).
Use of high quality
materials which
would lead to an
overall saving in
lifecycle costs.
Product Enhancing
- No specific
examples come to
mind.
Green building
design
requirement
established by
DOES.
Other life cycle
cost reducing
objectives are
standard to a PPP.

Rating
(x 15)

3
(45)

4
(60)

Both green
building and cost
saving objectives.

4
(60)

Green building
design was a
requirement of the
Output
Specification
Life cycle costs
were critical as
they would dictate
the tender price
and the
profitability of the
project to the SPV.

4
(60)
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INTERVIEW 2
Cost Saving – To
reduce energy
costs over life of
the project leading
to a saving for all
parties.
Product Enhancing
– Client and SPV
must work
together to
promote 3rd party
income through
innovative means.
Profit from this
activity to be
shared between
Client and SPV.
Green building
design
requirement
established by
DOES.
Other life cycle
cost reducing
objectives are
standard to a PPP.
Promotion of
Product Enhancing
innovation is a
requirement of the
contract
Low energy
building and
increased 3rd party
income.

Low energy
building design
was a requirement
of the Output
Specification
Increased 3rd party
income added to
the attractiveness
of PPP as a
procurement
method.

Rating
(x 20)

Total
Rating

4
(80)

125

4
(80)

140

Σ265

4
(80)

140

4
(80)

140

Σ280
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What
processes
were used
to identify
potential
for
innovation
on
the
project?

Clarification sought
from Project Board
where necessary.
Internal SPV
discussions to
bring suggestions
back to Project
Board.

What
process was
used
to
manage the
use
of
innovation?

Through a single
point of contact on
the Project Board.
SPV was
particularly
complimentary
regarding the
manner in which
the Project Board
worked throughout
the procurement
and construction of
this project.

5
(75)

5
(75)

Included by Client
in ITN. Further
clarification sought
from Client where
necessary. During
operation, Liaison
Committee
between Client and
SPV continues to
jointly analyse
potential for
innovation.
During Design and
Construction SPV
had a single point
of contact on the
Project Board. SPV
was particularly
complimentary
regarding the
manner in which
the Project Board
worked throughout
the procurement
and construction of
this project.
Innovation now
managed through
the Liaison
Committee. E.g.,
energy usage
profile developed
and agreed from
data gathered over
first year and nine
months of building
use. On-going
energy
consumption must
then be within
+5% of profile.

5
(100)

175

5
(100)

175

Σ350

The relative importance ratings of the elements of the innovation
attitudes of the private sector for Project 2 are therefore summarised
as Affective – 280, Behavioural – 350 and Cognitive – 265. This is
illustrated in figure 8.14.
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Figure 8.14: Focus of Private Sector Innovation Attitude –
Project 2
This profile shows that the PSO is focused strongly on its own
innovation objectives, but is also open to exploration of innovation at
a project level. It displays a strong disposition to action on project
level

value

issues.

The

attitudes

recorded

show

a

strong

understanding of its own organisational position and a significant level
of understanding of the overall project level value issues.

8.4.8 Relating the Data to Proposition 2 – Attitudes relating to
Innovation
As each of the innovation headings have been assessed in respect of
both projects, the rating system quickly identifies where there are
differences between the two projects. These differences are shown
graphically in Figure 8.15 and in Table 8.5.

Project 1

Project 2

Public

Private

Public

Private

Sector

Sector

Sector

Sector

Affective

110

245

170

280

Behavioural

145

285

220

350

Cognitive

155

280

180

265

Table 8.5 Relating Data on Innovation Attitudes to Proposition 2
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Figure 8.15: Relating Data on Value Attitudes to Proposition 2

The data presented highlights two principal issues. Firstly, the attitude
to innovation is more favourable in the private sector than in the
public sector. Bearing in mind that one of the government’s aims in
introducing PPP was to tap into the private sector’s approach to
innovation, this finding was not unexpected. Secondly, there is a
difference in attitude to innovation between Project 1 and Project 2,
both from the DOES and the PSOs. The difference within the DOES
may be somewhat attributable to the level of caution that would be
experienced in the country’s first schools PPP and the level of comfort
gained from the first project resulting to a lower level of caution on
the second project. Within the private sector, the approach of the PSO
on Project 2 showed a slightly stronger project focus from a
behavioural perspective. However, as Project 2 was a one-off project
and would not be compared critically to another such building, the
scope of the PSO to innovate may have been greater.
The conclusion reached therefore, is that the differences in attitude
are not significant and that the views recorded could have been
influenced by a variety of other factors. Proposition 2 in relation to
innovation is therefore not proven. Bearing in mind that the project
outcome measurement exercise did not uncover any significant
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differences in innovation outcomes, there is now no data available to
address Proposition 3 in relation to innovation.
8.5 SUMMARY
This chapter summarises the work carried out in addressing the first
two propositions of this research. Data on two projects were drawn
from eleven separate interviews and analysis of two government
published

documents.

The

findings

showed

that

there

were

differences between the outcomes of the projects in terms Risk and
Value. Project 2 displayed a more positive outcome across a range of
factors. No significant difference was found in Innovation outcomes.
Whilst no significant difference was found in the attitudes of
participants to Innovation, differences in the project participants’
attitudes in terms of Risk and Value were observed. These attitudes
were plotted on a scale to illustrate the focus of the interviewee on
his/her own organisation versus the project as a whole. Those
participants involved with project 2, on average showed a greater
tendency to work to project level objectives than those on project 1.
The following chapter will investigate whether or not the differences in
project outcome can be attributed to this difference in attitude,
thereby testing the third proposition.
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CHAPTER 9: COLLATING AND RELATING PROJECT OUTCOME AND
PARTICIPANT ATTITUDE DATA
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9.1 INTRODUCTION
Relating the data to Propositions 1 and 2 has shown clearly that there
were differences in project outcomes and there were differences in
participant attitudes. Proposition 3 states that the project outcome
differences can be attributed to the differences in participant
attitudes. The outcome differences will now be highlighted and
examined in relation to the differences in project participants’
attitudes to establish the effect of the attitudes on the outcomes. In
chapter 3, a means of testing the credibility of this proposition was
proposed. This involves the recognition that there are Critical Success
Factors (CSFs) that are common to several project types and that
these CSFs affect project outcome. Each of these CSFs has a number
of components of critical success subfactors (CSS) that together
comprise the CSF. By relating each CSS to the outcome difference, an
assessment is made as to whether or not the CSS was a factor in the
outcome

that

was

observed.

All

non-relevant

CSSs

are

then

eliminated from the analysis. Those CSSs that remain are examined in
light of the recorded project participant attitudes, to establish the
influence of the attitudes on each CSS.
The analysis is conducted for risk and value only, as the previous
chapter has established that there was no significant difference in the
outcome relating to innovation recorded between the projects. Each
section concludes with a summary of the elements of attitude that
affected each CSS. The chapter concludes with an overall summary of
the findings.
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9.2 RISK OUTCOMES AND ATTITUDES
Table 8.1 (Page 203) in the previous chapter highlighted the following
areas of difference in project outcome relating to risk:
a.

More extensive risk identification and analysis on project 2;

b.

Responsibility for residual value risk is unclear in project 1,
but is clear in project 2;

c.

Risk allocation of Authority Default Termination, Voluntary
Termination and Force Majeure is unclear in project 1, but is
clear in project 2;

d.

Difference in effectiveness of transfer of 3rd party income risk;

e.

Transfer of technical obsolescence risk, relating to general
equipment, is not as effective in project 1 as in project 2;

f.

Transfer of technical obsolescence risk, relating to IT, is being
addressed in project 2, but is not being addressed in project
1.

Differences a, b and c are in the control of the public sector, whilst d,
e and f are outcomes that can be affected by both parties. Each must
now be examined to determine the cause of the outcome. To conduct
this exercise, each difference is related back to the CSS first outlined
in Table 7.4 in chapter 7 (Page 169). The potential presence of each
CSS as a factor in the outcome is noted as either Yes () or No () in
Table 9.1.
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Critical
success
factor
Favourable
investment
environment

Economic
Viability

Reliable
Concessionaire
consortium
with strong
technical
strength

Success subfactor

Risk Outcome
Difference
a
b c
d

e

f

1.
2.
3.
4.

Supportive and understanding community
The project is in the public interest
Predictable risk scenarios
Project is suitable for privatisation































5.
6.

Sufficient profitability to attract investors
Long-term cash flow that is attractive to
lenders



















7.

Leading role by a key enterprise or
entrepreneur
Effective project organisation structure
Strong and reliable project team
Good relationship with host government
authorities
Partnering skills
Rich experience in international PPP
projects
Multidisciplinary participants
Sound technical solutions
Innovative technical thinking
Cost-effective technical solution
Low environmental impact
Public safety and health considerations

































































































Sound Financial analysis
Investment, payment and drawdown
schedules
Sources and structure of main loans and
standby facilities
High equity/debt ratio
Low financial charges
Fixed and low interest rate financing
Long-term debt financing that minimises
refinancing risk
Ability to deal with fluctuations in
interest/exchange rates
Appropriate toll/tariff level(s) and suitable
adjustment formula





















































































Concession agreement
Shareholder agreement
Design & construct agreement
Loan agreement
Insurance agreement
Supply agreement
Operation agreement
Offtake agreement
Guarantee/support/comfort letters





























































3

1

1

8

8

7

8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.

Sound
financial
package

19.
20.
21.
22.
23.
24.
25.
26.
27.

Appropriate
risk allocation
via reliable
contractual
arrangements
relating to:

28.
29.
30.
31.
32.
33.
34.
35.
36.

Table 9.1: Potential effect of CSFs on project risk outcome
differences
In total, 28 CSSs are considered to be potentially influential on the
risk outcome differences. Those CSSs that remain are now examined
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in light of the recorded project participant attitudes, to establish the
influence of the attitudes on each CSS.
a.
Risk Identification and Analysis
Table 9.2 examines the risk outcome difference a), which recorded a
higher level of risk analysis on project 2.
Attitude
Difference

CSS

Details

Sound
Financial
analysis

Project 1 - Public Sector
Comparator (PSC) prepared
during the latter stages of
the tendering process, prior
to final approval by the
Department of Finance,
resulting in financial
uncertainty and lack of
clarity in risk allocation
during the bidding process.

(CSS 1)

Project 2 - PSC prepared at
the Invitation to Tender
(ITT) stage.
Concession
agreement
(CSS 2)

Project 1 - Assembled late
in the bidding process, this
was the first such
agreement for the provision
through PPP of school
buildings in the Republic of
Ireland.
Project 2 - Lessons learned
were incorporated into
Project 2 agreement. Draft
of agreement available at
ITT stage.

Operation
agreement

As concession agreement.

Significant
differences
across all
elements
between
Public and
Private
sector
attitudes
for both
projects.
Minimal
Public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects

Likely Cause of
Outcome
Difference
Lower levels of
risk identification
& analysis on
project 1 likely to
have arisen from
the political
attitude of the
day that the
project must
proceed quickly
and be procured
by PPP (Herne,
2006).
Cause is likely to
be a lack of
experience in the
PPP process in
project 1 rather
than the
attitudes of the
participants.

As concession
agreement.

(CSS 3)

Table 9.2: Isolation of Potential Effect of Attitude on Risk
Outcome a
Outcome differences a) are shown not to have been affected by the
attitudes of the project participants. Table 9.2 shows that they are
more likely to have resulted from the political pressure to bring the
Grouped Schools Project to the operational phase combined with the
DOES lack of experience in PPP.
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b.

Responsibility for Residual Value Risk

c.

Authority Default Termination, Voluntary Termination and
Force Majeure

As risk differences b and c are each related to the same single critical
subfactor, they are examined together in Table 9.3. They each show
a more positive outcome on the second project.

CSS

Details

Concession
agreement
(CSS 4)
(CSS 5)

Project 1 - Assembled late
in the bidding process,
this was the first such
agreement for the
provision through PPP of
school buildings in the
Republic of Ireland.
Project 2 - Lessons
learned were incorporated
into Project 2 agreement.
Draft of agreement
available at ITT stage
(interview with Michael
Delaney, 2006 – Appendix
6).

Attitude
Difference
Significant
differences
across all
elements
between Public
and Private
sector attitudes
for both projects.
Minimal Public
sector difference
between
projects.
Significant
private sector
difference in
behavioural
element between
projects.

Likely Cause
of Outcome
Difference
Cause is
likely to be a
lack of
experience in
the PPP
process in
project 1
rather than
the attitudes
of the
participants.

Table 9.3: Isolation of Potential Effect of Attitude on Risk
Outcomes b and c
Again the conclusion reached is that risk outcome differences b and c
are attributable to the learning process of the first project, with the
lessons learned being applied to the second project, rather than a
difference in attitude of the participants.
d.
3rd Party Income Risk
Tables 9.4 and 9.5 examine risk difference d) which identified a
difference in the effectiveness of 3rd party income risk transfer. Again,
a more positive outcome is evident on the second project. Eight
subfactors were identified as potentially influencing the outcomes.
Each of these will now examined to locate the cause of the difference.
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CSS

Details

Supportive and
understanding
community
(CSS 6)

Two different
communities: Project 1 –
2nd level schools in 5
different locations plus
local residential
community, Project 2 –
3rd level college in one
location plus local
business community.
Project 1 – no joint team
action to address 3rd party
income risk.

Effective
Project
Organisation
Structure
(CSS 7)

Strong and
Reliable Project
Team
(CSS 8)

Project 2 – joint team
addressing 3rd party
income.

Project 1 - DOES team
consisted of DOES PPP
Unit project manager
(PM), DOES architect plus
5 principals (with no
construction experience
or contractual expertise).
All decisions by PM. Team
not based at project
location. PSO project
team had extensive
experience in UK PFI
schools.
Project 2 – Team
members had extensive
experience in Marine,
Engineering, Law and
Finance. PSO team was
new to PPP

Attitude
Difference
Significant
differences
across all
elements
between
Public and
Private
sector
attitudes
for both
projects.
Minimal
Public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects.

Likely Cause
of Outcome
Difference
Difference
caused by
diverse nature
of projects.

Differences in
PSO affective
and
behavioural
attitude
elements
correspond
with Project 1
PSO
disinclination to
engage in joint
approach.
Difference in
composition of
project team
likely to have
affected this
outcome.
However, it is
unlikely that
attitudes
influenced this
CSS.

Table 9.4: Isolation of Potential Effect of Attitude on Risk
Outcome d
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CSS

Details

Good
Relationship
with host
government
authorities
(CSS 9)

Project 1 – Highly
commercial
relationship
Project 2 – Strong
business relationship
based on cooperation
and openness

Partnering
Skills
(CSS 10)

Project 1 – No
evidence of partnering
Project 2 – Entire
project based on a
partnering approach

Sound
Financial
Analysis
(CSS 11)

Project 1 – no
evidence of financial
analysis of potential
3rd party income
Project 2 – clear
financial plans for
development of 3rd
party income
Project 1 - Assembled
late in the bidding
process, (first such
agreement for the
provision through PPP
of school buildings in
the Republic of
Ireland).
Project 2 - Lessons
learned were
incorporated into
Project 2 agreement.
Draft of agreement
available at ITT stage
(M.Delaney interview,
– Appendix 6).
As Concession
Agreement.

Concession
agreement
(CSS 12)

Operation
Agreement
(CSS 13)

Attitude
Difference
Significant
differences
across all
elements
between
Public and
Private
sector
attitudes
for both
projects.
Minimal
Public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects

Likely Cause of
Outcome
Difference
High behavioural
element score of
Project 2 PSO
attitude shows clear
positive disposition
to action on project
level risk issues.
Attitude is therefore
a factor in the
difference between
projects
Clear and constant
reference to
pragmatism and
openness of
participants
suggests that
difference in
effectiveness of
project management
was influenced by
the attitudes of the
participants.
Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.
Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.

As Concession
Agreement.

Table 9.5: Isolation of Potential Effect of Attitude on Risk
Outcome d - continued
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From these tables (9.4 – 9.5), it can be seen that the difference in the
effectiveness of allocation of 3rd party income risk has been influenced
by the attitudes of the project participants but only through the
critical success subfactors that require interaction, namely: Effective
Project Management Structure, Strong and Reliable Project Team,
Good Relationship with host government authorities and Partnering
Skills.
The decision of the DOES Project Manager to delegate decision
making powers to a smaller team on Project 2 shows a different
behaviour on Project 1 to that on Project 2. However, no significant
difference in public sector attitudes were evident in the attitude
measurement. Consequently the DOES Project Organisation Structure
has not been affected by different attitudes. However, there is a
significant difference in the attitudes of the PSOs in relation to 3rd
party risk. This is evident in the Project Organisation Structure in that
the PSO is not driving the development of this income in Project 1
whereas, a co-operative approach – led by the PSO - is evident on
Project 2. This is mirrored by clear differences in behavioural and
cognitive private sector attitudes to risk.
On Project 1, the DOES team is fragmented. It cannot be site based,
as the five schools are built in different locations and the school
principals are naturally focused on their own schools rather than on
the project as a whole. On Project 1, reference to the attitude of the
occupants (interview with Sean Slowey, 2006 – Appendix 4) to the
PPP process itself is noted as varying widely, from outright opposition
to acceptance. In fact, the Principal teacher of one of the schools was
ideologically opposed to PPP but accepted the process on the basis
that the school would not be provided if he opted out. Although these
attitudes did not show up in the attitude measurement, as the
occupants’ attitudes were not included in the study, the attitude
nevertheless exists within the project team, resulting in the team
being a fragmented group. This is further underlined by the fact that
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the team has not met as a group since the schools went into use over
three years ago.
Conversely, Project 2 displays the full acceptance of the PPP process
across all of its users (interview with Michael Delaney, 2006 –
Appendix 6). The structure and operation of the management team
on Project 2, is very clearly defined and the members of the
management team are clearly focused on the effective and efficient
operation of the project. This indicates that there was a difference in
the affective element of attitude between the two projects and it begs
the question of the extent of work done at project outset to reach the
level of buy-in that is necessary for project success on Project 1.
Interestingly, the public sector attitude scores recorded on Project 1
were higher than those recorded for Project 2. This is because the
measurement of the attitudes of the occupants was outside the scope
of this research. Further investigation, into the effect of occupant
attitudes, should be addressed in a future study. (See Chapter 11,
Conclusions and Recommendations for Future Research).
Different levels of cooperation between the public and private sector
teams mark the difference in performance of the management teams.
This was particularly evident in the behavioural element of the
attitudes to risk which showed a significant difference in private sector
scores between the projects. This is further substantiated through the
accounts given of the working relationships that had developed on the
projects. There was evidence of a very positive working relationship
between the DOES and the PSO on Project 2 (interview with Donal
Burke, 2006, - Appendix 5) whilst the opposite is the case on Project
1 (interview with Sean Slowey, 2006 – Appendix 4). Interestingly, the
attitude that promoted more cooperation came from the PSO team
that had no previous experience in use of PPP in the provision of
schools. This suggests that there are cultural issues to consider in the
use of the UK PFI approach outside the UK as proposed by Eaton, et
al (2007).
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There is also a particularly positive disposition towards partnering on
Project 2. This is evident from the business cards given to this
researcher by all of those interviewed. Each card described the person
involved under the function that he/she carried out in the National
Maritime College rather than as an employee of the partner
organisation. There was no evidence of a partnering approach in the
management of Project 1 and this is reflected through the cognitive
element of the attitudes recorded from the private sector, where risk
was viewed almost exclusively from the private sector perspective
only. In Project 2, the private sector partner displayed a strong
understanding of the risk issues that were important to the public
sector, in addition to demonstrating strong awareness of the private
sector risks.

When questioned as to why this partnering approach

developed on Project 2, the response consistently referred to the
attitude of the partners. For example,
“The Project Board and the SPV worked very well together. The
attitude of the members of the project board was to bring an issue
out into the open and to deal with it in an open, pragmatic manner.
All of the partners were fully aware of the requirements of the other
side and they dealt with issues that arose in an amicable and
businesslike manner.”
(Interview with Ferga Kane, 2006 – Appendix 12)
“Seafarers in general and ships officers in particular are trained to be
part of and lead teams. As well as that, being pragmatic in reaching
solutions is particularly important. If you are on a ship, for example,
there is no fire brigade to call when there is a problem. You must
solve the problem and get on with the other people that are there.
You must work with people who do different jobs, have different types
of education and that come from different backgrounds. That’s how
the attitude was, and still is, here. We all know our own jobs but we
are all in this together and we found that if we worked with each
other it was easier to meet most of everyone’s objectives.”
(Interview with Patrick Mitchell, 2006 – Appendix 14)
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The management of the NMCI defined the facility to be provided as a
partnership from the outset, rather than defining the facility as an
output of the partnership agreement. Consequently, the issue of 3rd
party income was driven by the PSO on the second project with the
cooperation and active involvement of the DOES. On Project 1, the
PSO would wait for the DOES to propose a means of generating 3rd
party income and would act only if it were financially advantageous to
do so. Whilst the project agreement places the 3rd party income risk
with the PSO in Project 1, there appears to be no sanction applied if
the PSO does not make any effort to generate such income. This
scenario shows a clear difference in the behavioural element of
attitude between the PSO participants in the projects.
In Project 1, the project board consisted of the five school principals
and the DOES project manager. This board continued in place when
the buildings went into use but, as they have never met since that
time, there is no effective management at project level of the risk
allocation relating to 3rd party income (interview with Sean Slowey,
2006 – Appendix 4). In Project 2, the DOES project manager
appointed 3 individuals with executive authority to manage the DOES
interest in the Design, Construction and Operation of the facility.
These people had individual expertise in Engineering, the Marine and
Law/Finance. They were empowered to make decisions at project
level without referring back to the project manager. In the operation
phase, they participate in a project liaison meeting with the PSO
every 10 weeks to continually review the operation of the project.
Included in this review is an assessment of opportunities for the
development of 3rd party income (interview with Donal Burke, 2006 –
Appendix 5).
This analysis shows that the Cognitive and Behavioural elements of
the attitude displayed by the PSOs have influenced the outcomes
relating to the transfer of 3rd party income risk on these projects.
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e.

Technical Obsolescence Risk - General

Tables 9.6, 9.7 and 9.8 examine risk difference e) which identified a
difference in the transfer of technical obsolescence risk relating to
general equipment. Eight subfactors were identified as potentially
influencing the outcomes. Each of these will now be examined to
locate the cause of the difference.

CSS

Details

Effective
Project
Organisation
Structure
(CSS 14)

Project 1 – public sector
team has not met for
almost three years. No
joint team structure for
addressing this issue.
Project 2 – joint project
team meets every 10
weeks to deal with issues
such as this.
The achievement of
transfer of General
Technical Obsolescence
Risk is more successful on
Project 2.

Strong and
Reliable
Project Team
(CSS 15)

Project 1 - All expertise
was from DOES. 5
principals had no
construction or
contractual expertise.
PSO project team had
extensive experience in
UK PFI schools
Project 2 – Team
members had extensive
experience in Marine,
Engineering, Law and
Finance. PSO team was
new to PPP.

Attitude
Difference
Significant
differences
across all
elements
between
public and
private
sector
attitudes
for both
projects.
Minimal
public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects.

Likely Cause of
Outcome
Difference
Differences in
private sector
affective and
behavioural
attitude
elements
correlate with
difference in
outcome. Project
1 PSO has
achieved an
interpretation of
the PA not
envisaged by the
public sector.
PSO on Project 2
has accepted the
risk as originally
envisaged.
High behavioural
element score in
Project 2 private
sector attitude
shows clear
positive
disposition to
action on risk.
Consequently,
attitude is a
factor in the
difference
between the
projects.

Table 9.6: Isolation of Potential Effect of Attitude on Risk
Outcome e
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Attitude
Difference

CSS

Details

Good
Relationship
with host
government
authorities
(CSS 16)

Project 1 – Highly
commercial
relationship
Project 2 – Strong
business relationship
based on cooperation
and openness

Partnering
Skills
(CSS 17)

Project 1 – No
evidence of partnering
Project 2 – Entire
project based on a
partnering approach

Sound
Technical
solutions
(CSS 18)

Project 1 – DOES was
not well prepared for
the work involved in
ensuring that all of the
equipment needed for
the school was
included in the bid.
Project 2 – Project
Team had clearly
established their
requirements for
technical equipment
prior to financial close

Significant
differences
across all
elements
between
public and
private
sector
attitudes
for both
projects.
Minimal
public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects.

Likely Cause of
Outcome
Difference
High behavioural
element score in
Project 2 private
sector attitude
shows a positive
disposition to action
on risk. Attitude is
therefore a factor in
the difference
between projects
Clear and constant
reference to
pragmatism and
openness of
participants
suggests that
difference in
effectiveness of
project management
was influenced by
the attitudes of the
participants.
Would appear to
have been caused
by a combination of
a lack of experience
in the PPP process in
Project 1 and the
sense of ownership
of the project
displayed by the
project team on
Project Team on
Project 2.

Table 9.7: Isolation of Potential Effect of Attitude on Risk
Outcome e - continued
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Attitude
Difference

CSS

Details

Concession
agreement
(CSS 19)

Project 1 - Assembled
late in the bidding
process, this was the
first such agreement
for the provision
through PPP of school
buildings in the
Republic of Ireland.
Project 2 - Lessons
learned were
incorporated into
Project 2 agreement.
Draft of agreement
available at ITT stage
(Michael Delaney
interview, Appendix
6).
Project 1 - PA was not
detailed enough
regarding which
equipment was supply
only and which was
supply/maintain. The
spirit of the PPP
contract would
suggest that some of
the equipment that
the PSO insists is
supply only should
have been
supply/maintain.
Project 2 – Project
Team had clearly
established their
requirements for
technical equipment
and had thought
about the implications
of its supply under
PPP.
As Concession
Agreement.

Supply
agreement
(CSS 20)

Operation
agreement
(CSS 21)

Significant
differences
across all
elements
between
Public and
Private
sector
attitudes
for both
projects.
Minimal
Public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects.

Likely Cause of
Outcome
Difference
Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.

Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.

As Concession
Agreement.

Table 9.8: Isolation of Potential Effect of Attitude on Risk
Outcome e - continued
The strongly commercial focus of the PSO’s attitude coupled with a
lack of resources in the public sector for the management of the PSO
on Project 1 have contributed to the ineffectiveness of the project
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organisation structure. The Project Team monitoring the operation of
Project 2 was clearly focused on this risk but this was as a result of its
experiences on Project 1 rather than its specific attitudes to Project 2.
Again, it is the difference in the PSO attitude that is a contributing
factor as a high behavioural element score in Project 2 shows clear
positive disposition to action on risk. Consequently, attitude is a factor
in the difference in performance of the project teams. There is a clear
difference in the attitudes displayed by the two PSOs to the host
government authorities. On Project 1, the PSO displayed a highly
focused commercial approach concentrating on its own objectives. In
Project 2, the PSO’s attitude was still commercial, but being within the
context of working with the DOES on achieving project level
objectives, the technical obsolescence risk transfer on general
equipment is clearly defined. In Project 1, the responsibility for
technical obsolescence risk that applies to specific equipment has
been unclear from the beginning and has become a source of
disagreement on a number of occasions.
There is a high level of partnering skill displayed by both parties on
Project 2 and this is reflected in the transfer of technical obsolescence
risk. The pragmatism that is displayed by both partners is a
behavioural trait and the openness of the participants displays the
comfort that they have with the process, indicating a strong cognitive
element combined with a strong affective element. There is a strong
commercial/contractual focus in Project 1 and partnering skills are not
evident in the approach to technical obsolescence risk.
The CSSs concerned with sound technical solutions had an effect of
the transfer of technical obsolescence risk. While there is a strong
sense of ownership displayed by the project team in Project 2, the
attitude measurement exercise did not pick up a significant enough
difference in the public sector attitudes to show that the difference
was caused by participant attitudes. The remaining CSSs (19 – 21)
had an effect on outcome but the differences between the projects
arose primarily from the learning that took place on Project 1.
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This analysis shows that the Behavioural element of attitude displayed
by the PSOs has influenced the outcomes relating to the transfer of
general technical obsolescence risk on these projects.
f.

Technical Obsolescence Risk - IT

Tables 9.9 and 9.10 examine risk difference f) which identified a
difference in the transfer of technical obsolescence risk relating to IT
equipment. Five subfactors were identified as potentially influencing
the outcomes. Each of these will now be examined to locate the cause
of the difference.

CSS

Details

Effective
Project
Organisation
Structure
(CSS 22)

Project 1 – public sector
team has not met for
almost three years. No
joint team structure for
addressing this issue.
Project 2 – joint project
team meets every 10
weeks to deal with
issues such as this.
Project 1 - All expertise
was from DOES. 5
principals had no
construction or
contractual expertise.
PSO project team had
extensive experience in
UK PFI schools.
Project 2 – Team
members had extensive
experience in Marine,
Engineering, Law and
Finance. PSO team was
new to PPP.
Project 1 – Original IT
maintenance contract
has expired, no
replacement contract in
place.
Project 2 – One year to
go in IT maintenance
contract. Discussions
have begun on
replacement contract.

Strong and
Reliable
Project Team
(CSS 23)

Good
Relationship
with host
government
authorities
(CSS 24)

Attitude
Difference
Significant
differences
across all
elements
between
public and
private
sector
attitudes
for both
projects.
Minimal
public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects.

Likely Cause of
Outcome
Difference
Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather
than the attitudes
of the participants.
Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather
than the attitudes
of the participants.

High behavioural
element score in
Project 2 private
sector attitude
shows clear
positive disposition
to action on risk.
Attitude is
therefore a factor
in the difference
between projects.

Table 9.9: Isolation of Potential Effect of Attitude on Risk
Outcome f
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Attitude
Difference

CSS

Details

Partnering
Skills
(CSS 25)

Project 1 – No evidence
of partnering approach
to this issue
Project 2 – Both
partners working
together to resolve this
issue.

Concession
agreement
(CSS 26)

Project 1 - Assembled
late in the bidding
process, (first such
agreement for the
provision through PPP of
school buildings in the
Republic of Ireland).
Project 2 - Lessons
learned were
incorporated into
Project 2 agreement.
Draft of agreement
available at ITT stage
(M. Delaney, interview
Appendix 6).
Original supply
agreement was similar
on the two projects.
However, since the
initial 3-year agreement
ended on Project 1
there has been no
discussion regarding the
agreement that will
replace it. In Project 2
the agreement has 6
months more to run and
a number of options are
being explored to
establish a process for
replacing the original
agreement.
As Concession
Agreement

Supply
agreement
(CSS 27)

Operation
agreement
(CSS28)

Significant
differences
across all
elements
between
public and
private
sector
attitudes
for both
projects.
Minimal
public
sector
difference
between
projects.
Significant
private
sector
difference
in
behavioural
element
between
projects

Likely Cause of
Outcome
Difference
Constant reference
to pragmatism and
openness of
participants
suggests difference
in effectiveness of
project management
was influenced by
participant attitudes.
Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.

Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.

Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.

Table 9.10: Isolation of Potential Effect of Attitude on Risk
Outcome f - continued
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The relationship between the DOES and the PSO on Project 1 is such
that the PSO will wait for the DOES to suggest the way forward and
will then submit its price to comply with the suggestion made. On
Project 2, the partners are working together to resolve the issue, with
the PSO putting forward a number of options for the DOES to
consider. Clearly, there are different relationships in place on these
two projects. Project 1 shows two partners working to separate
agendas, while Project 2 is an holistic approach based on partnering.
These relationships have developed as a result of the attitudes of the
participants, in particular the behavioural attitude of the PSO.
This analysis shows that the Behavioural element of attitude displayed
by the PSOs has influenced the outcomes relating to the transfer of IT
technical obsolescence risk on these projects.
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9.3 VALIDITY OF PROPOSITION 3 TO RISK
Risk differences a, b and c have been shown to have been caused by
factors other than the project participant attitudes. Table 9.11
summarises the specific CSSs that were affected by participant
attitudes to risk. This table identifies the specific attitude elements (in
italics) that influence specific differences in risk outcomes on the
projects researched.
Outcome difference

Critical Success
Subfactors

Risk Attitude
Source Element
(PSO/DOES)
Effective Project
Organisation Structure

Strong and Reliable
Project Team
Good Relationship with
host government
authorities
Partnering Skills

Effectiveness of
transfer of 3rd party
income risk

(CSS7)
Affective (PSO)
Behavioural
(PSO)
(CSS8)
No link found
(CSS9)
Behavioural
(PSO)
(CSS10)
Behavioural
(PSO)

Transfer of
technical
obsolescence risk,
relating to general
equipment
(CSS14)
Affective (PSO)
Behavioural
(PSO)
(CSS15)
Behavioural
(PSO)
(CSS16)
Behavioural
(PSO)
(CSS17)
Behavioural
(PSO)

Transfer of
technical
obsolescence
risk, relating to
IT
(CSS22)
No link found

(CSS23)
No link found
(CSS24)
Behavioural
(PSO)
(CSS25)
Behavioural
(PSO)

Table 9.11: Summary of Effect of Project Participant Attitude on
Risk Outcome
This analysis has therefore found that Proposition 3 is valid for risk, in
that the behavioural element of the PSO’s attitude can be seen to
have an effect on the project outcome. This is manifested through the
effectiveness of the project organisation, the strength and reliability of
the project team, the relationship that the PSO has with the host
government authorities and the extent to which partnering skills will
be employed on the project. In this research, the differences in
attitudes of the public sector partners between the projects were not
found to be of such significance as to influence a difference in project
outcome relating to risk.
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9.4 VALUE OUTCOMES AND ATTITUDES
Table 8.2 in the previous chapter (page 208) outlined the following
project outcome differences relating to value that had been shown to
exist between the projects:
g.

There is a high level of co-operation in planning to generate
3rd party income in Project 2 with PSO taking responsibility for
the management of the process. No visible evidence of such
co-operation in Project 1;

h.

In monitoring the PSO’s performance in Project 2, the DOES
applies sanctions where appropriate in accordance with the
PA. In Project 1, the level of monitoring of the PSO by the
DOES is low resulting in the application of few, if any,
sanctions for non-performance. This is contributing to higher
than planned operating costs in Project 1;

i.

The PSO in Project 1 has adopted a highly commercial
approach to the project. The approach of the PSO in Project 2
is based on co-operation and openness. This is resulting in the
PSO concentrating wholly on its own value issues in Project 1,
whilst the PSO on Project 2 is concentrating on reduction of
whole-project value issues. In Project 2, the PSO is making
visible efforts to reduce DOES costs. In Project 1, no such
action is apparent;

j.

There is evidence of friction between PSO and school
Principals/DOES in Project 1. An excellent working relationship
is evident between PSO and College Management/DOES in
Project 2. These relationships are contributing to differences
in value outcomes.

Each of these differences in outcome must now be examined to
determine its cause. To conduct this exercise, each difference is again
related back to the success subfactors in the same manner as the risk
outcome differences were examined above. The potential presence of
each subfactor as a cause of the outcome is noted as either Yes () or
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No () in Table 9.12. Where the subfactor has a potential influence on
the outcome, it is then further examined to assess the potential effect
of the participant attitudes.
Critical
success
factor
Favourable
investment
environment

Economic
viability

Reliable
concessionaire
consortium
with strong
technical
strength

Sound
financial
package

Success subfactor

Value Outcome
Difference
g
h
i
j

1.
2.
3.
4.

Supportive and understanding community
The project is in the public interest
Predictable risk scenarios
Project is suitable for privatisation





















5.
6.

Sufficient profitability to attract investors
Long-term cash flow that is attractive to lenders













7.
8.
9.
10.

Leading role by a key enterprise or entrepreneur
Effective project organisation structure
Strong and reliable project team
Good relationship with host government
authorities
Partnering skills
Rich experience in international PPP projects
Multidisciplinary participants
Sound technical solutions
Innovative technical thinking
Cost-effective technical solution
Low environmental impact
Public safety and health considerations

























































Sound Financial analysis
Investment, payment and drawdown schedules
Sources and structure of main loans and
standby facilities
High equity/debt ratio
Low financial charges
Fixed and low interest rate financing
Long-term debt financing that minimises
refinancing risk
Ability to deal with fluctuations in
interest/exchange rates
Appropriate toll/tariff level(s) and suitable
adjustment formula





















































Concession agreement
Shareholder agreement
Design & construct agreement
Loan agreement
Insurance agreement
Supply agreement
Operation agreement
Offtake agreement
Guarantee/support/comfort letters









































9

7

8

6

11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.

Appropriate
risk allocation
via reliable
contractual
arrangements
relating to:

28.
29.
30.
31.
32.
33.
34.
35.
36.

Table 9.12: Potential effect of CSFs on project value outcome
differences
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In total, 30 CSSs are considered to be potentially influential on the
value

outcome differences. Those CSSs that remain are now

examined in light of the recorded project participant attitudes, to
establish the influence of the attitudes on each CSS.
g.

Management of generation of 3rd party income

Tables 9.13 and 9.14 examines value outcome difference g) which
identified a difference in the management of generation of 3rd party
income. Nine subfactors were identified as potentially influencing the
outcomes. Each of these is now examined to locate the cause of the
difference.

CSS
Supportive and
understanding
community
(CSS 29)

Leading role by
a key
enterprise or
entrepreneur
(CSS 30)

Details
3rd party income
potential in
Project 1 is from
local social and
leisure demands.
Project 2
operates in a
business
environment.
Operation of
Project 2 is
influenced by the
leading roles of
CIT and INS.
Project 1 does
not have a key
enterprise in a
leading role.

Attitude
Difference
Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO in
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Likely Cause of
Outcome Difference
Community support
differs as the
community type
differs between the
projects.

Cause arises from the
nature of the projects.

Table 9.13: Isolation of Potential Effect of Attitude on Value
Outcome g
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CSS
Effective
project
organisation
structure
(CSS31)

Strong and
reliable
project team
(CSS 32)

Good
relationship
with host
government
authorities
(CSS 33)
Partnering
skills
(CSS34)

Details
Project
organisation
structure in Project
1 is fragmented
and is represented
by five different
sites. There is no
standard approach
to 3rd party income
between the sites.
Project 2 is based
on one site and
controlled by a
small, dedicated
team.

Attitude
Difference
Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude

Project team in
Project 2 is clearly
focused on 3rd
party income
objectives; Project
2 team has not
met for almost 3
years.
PSO waits for
DOES to take the
lead in developing
3rd party income in
Project 1. Joint
action taken in
Project 2.
Partnering skills in
evidence in Project
2 with open book
policy on 3rd party
income generation.
Both organisations
working separately
in Project 1

Likely Cause of
Outcome Difference
Cause arises from the
fragmented location of
the projects and the
fact that that Project 1
was the first such
project in Ireland.
Differences in public
sector affective
element of value
attitude contributed to
this problem arising.
Project 2 PSO
behavioural element
matches the PSO
action in leading the
promotion of
opportunities to
generate 3rd party
income.
Difference in public
sector value attitude,
particularly the
affective element, is
the likely cause.

Strongly reflects both
the differences in
behavioural element
of PSO attitude and
the differences across
all elements of the
public sector attitude
Caused by a
combination of
difference in
behavioural element
of PSO attitude and
differences across all
elements of the public
sector attitude

Table 9.14: Isolation of Potential Effect of Attitude on Value
Outcome g – (continued)
The project organisation structure is less effective in Project 1 and
this would have been partially caused by an uncertainty of the PPP
process (affective element of attitude) at the outset. Differences
across all elements of public sector attitude to value have contributed
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to the development of a strong project team on Project 2 and this
strength is a contributing factor in the progress to date in achieving
the 3rd party income objectives on that project. There is a significant
difference in the relationship between the PSO and the DOES team on
these projects. This difference is mirrored both by the noteworthy
difference in behavioural elements of the attitudes of the PSOs and
the differences across all elements of the public sector value attitudes
between the projects. This is particularly evident in the partnering
type approach that has developed on Project 2.

Attitude
Difference

CSS

Details

Multidisciplinary
participants
(CSS 35)

DOES project
team in Project 2
chosen on a
disciplinary
basis. DOES
team in Project 1
chosen on the
basis of location.

Rich experience
in international
PPP projects
(CSS 36)

Considerable UK
experience in
PPP schools in
Project 1. PSO
team in Project 2
has no previous
PPP experience.
PA places
responsibility for
generation of 3rd
party income on
PSO in Project 2.
Joint
responsibility in
Project 1.

Concession
agreement
(CSS 37)

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude

Likely Cause of
Outcome
Difference
Composition of
project teams would
appear to have
differed as a result
of developing
experience in the
PPP process rather
than the attitudes of
the participants.
Likely to be a
cultural issue in the
difference between
application of PPP in
Ireland and UK

Would appear to
have been caused
by a lack of
experience in the
PPP process in
Project 1 rather than
the attitudes of the
participants.

Table 9.15: Isolation of Potential Effect of Attitude on Value
Outcome g (continued)
The remaining CSSs (35-37) that have influenced the outcome
differences relating to 3rd party income are caused by a combination
of differences in the nature of the projects, cultural differences in the
application of PPP processes or the relative levels of experience in the
use of PPP between the two projects.
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h.

Monitoring of PSO performance and application of
sanctions

Tables 9.16 and 9.17 examine value outcome difference h) which
identified differences in the monitoring of PSO performance and in the
application of sanctions in accordance with the Project Agreement
(PA). Seven subfactors were identified as potentially influencing the
outcomes. Each of these is now examined to locate the cause of the
difference.
Attitude
Difference

CSS

Details

Leading role
by a key
enterprise or
entrepreneur
(CSS 38)

Operation of Project 2
is influenced by the
leading roles of CIT
and INS. Project 1
does not have a key
enterprise in a leading
role.
Project organisation
structure in Project 1
is fragmented and is
represented by five
different sites, thereby
difficult to develop
consistency. Project 2
is based on one site
and controlled by a
small, dedicated team.
In is therefore easier
to monitor and
control.
Project team in Project
2 is clearly focused on
its objectives; Project
1 team has not met
for almost 3 years and
has no co-ordinated
approach to
monitoring. No DOES
actions evident that
will resolve Project 1
issues.

Effective
project
organisation
structure
(CSS 39)

Strong and
reliable
project team
(CSS 40)

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude

Likely Cause of
Outcome
Difference
Cause arises from
the nature of the
projects

Cause arises from
the fragmented
location of the
projects and the fact
that that Project 1
was the first such
project in Ireland.
Differences in public
sector affective
element of value
attitude contributed
to this problem
arising.
Difference in all
elements of Public
Sector value attitude
is the likely cause.

Table 9.16: Isolation of Potential Effect of Attitude on Value
Outcome h
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Attitude
Difference

CSS

Details

Good
relationship
with host
government
authorities
(CSS 41)

Relationship based on
dealing with own
issues first in Project
1, strong working
relationship in Project
2.

Partnering
skills
(CSS 42)

Project 2 team is
monitoring and
applying sanctions in
accordance with PA,
but in an open book
fashion with
considerable give and
take in evidence. No
such approach
apparent in Project 1.
Considerable UK
experience in PPP
schools in Project 1.
PSO team in Project 2
has no previous PPP
experience.
In Project 1, the PSO
offsets unpaid claims
against the DOES
against charges due to
the DOES. The DOES
has not challenged
this practice under the
terms of the PA.
In Project 2, the PSO
does not attempt to
use the PA in this way
and would be unlikely
to succeed if it
attempted to do so.

Rich
experience in
international
PPP projects
(CSS 43)
Operation
agreement
(CSS 44)

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Likely Cause of
Outcome
Difference
Strongly reflects
both the differences
in behavioural
element of PSO
attitude and the
differences across all
elements of the
public sector
attitude.
Caused by a
combination of
difference in
behavioural element
of PSO attitude and
differences across all
elements of the
public sector
attitude.
Likely to be a
cultural issue in the
difference between
application of PPP in
Ireland and UK
The difference in
PSO attitude to the
PA between the
projects is causing
this difference in
outcome. The PSO in
Project 1 is
aggressively
commercial, whilst
the PSO in Project 2
is much more wholeproject focused.

Table 9.17: Isolation of Potential Effect of Attitude on Value
Outcome h (continued)
As before, the lower effectiveness of the project organisation
structure in Project 1 has been partially caused by an uncertainty
(affective element of attitude) of the PPP process at the outset. This
has resulted in a difficulty in achieving consistency in application of
the PA across all five schools. Differences across all elements of public
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sector attitude to value have contributed to the development of a
strong project team in Project 2 and the corresponding absence of
action in addressing the problems in Project 1. The data collected
shows that the relationship between the public sector and the PSO on
Project 1 exhibits a strong level of suspicion and a general
atmosphere of mistrust (interview with Sean Slowey, 2006). A clear
cause of this is the combination of the public sector affective attitude
element, reinforced by the PSO behavioural attitude element, with
each side concentrating on its own objectives rather than on project
objectives. In Project 2, no such issues arise as the partnership is
characterised by a partnering approach – this time reflected in the
greater project focus of the attitudes of the participants. The
application of the PA in relation to the operation of the facility is a
clear difference in the two projects and is characterised by the
commercial approach to the project. The PSO in Project 1 has taken
an aggressively commercial focus characterised by low affective and
behavioural elements of attitude to whole project issues, whereas the
PSO in Project 2 has adopted a more whole-project focus in these
attitude elements resulting in an atmosphere closer to partnering.
Again, the remaining CSSs that have influenced the outcome
differences are caused by a combination of differences in the nature
of the projects, cultural differences in the application of PPP processes
or the relative levels of experience in the use of PPP between the two
projects.
i.

The commercial approach of the PSOs to the projects

Tables 9.18, 9.19 and 9.20 examine value outcome difference i)
which identified differences in the commercial approach of the PSOs’
performance on the projects. Eight subfactors were identified as
potentially influencing the outcomes. Each of these is now examined
to locate the cause of the difference.
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Attitude
Difference

CSS

Details

Sufficient
profitability
to attract
investors
(CSS 45)

The PSO in Project 1 ran
into financial difficulties
shortly after Project 1
entered the operational
phase. PSO was now
required to convince
lenders that the project
was still viable. This
required the ability to
show that the project
itself was clearly in a
sound financial state.
Due to financial
difficulties, PSO in
Project 1 was required
to demonstrate
attractive long-term
cash flow.

Long-term
cash flow
that is
attractive to
lenders
(CSS 46)

Effective
project
organisation
structure
(CSS 47)

Project organisation
structure in Project 1 is
fragmented and is
represented by five
different sites. It is
difficult to control the
interaction between the
public sector and the
PSO. Project 2 is based
on one site, is controlled
by a small, dedicated
team so interaction is
easier to control.

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO in
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Likely Cause of
Outcome
Difference
The behaviour of
the PSO in
adopting a highly
commercial
approach is in
keeping with the
need to
demonstrate
profitability to
new investors.
This is reflected
by the
behavioural
attitude element
that is focused
on the
organisation
rather than on
the project as a
whole.
Differences in
project
organisation
structures allow
a difference in
commercial
approach to
exist. A lower
affective element
of public sector
attitudes in
Project 1
reinforces the
fragmentation.

Table 9.18: Isolation of Potential Effect of Attitude on Value
Outcome i
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Attitude
Difference

CSS

Details

Strong and
reliable
project team
(CSS 48)

Project team in Project
2 is clearly focused on
its objectives; Project 1
team has not met for
almost 3 years,
resulting in a lack of
consistency between
sites. This leads to a
lack of coherent agreed
project level action
across all sites. No
DOES action evident
that will resolve Project
1 issues.

Good
relationship
with host
government
authorities
(CSS 49)

In Project 1, the quality
of the relationship
varies across the sites
with considerable
suspicion of the PSO
from the public sector
people at the different
locations. There is a
strong working
relationship in Project 2.

Partnering
skills
(CSS 50)

Project 2 is run in an
open book fashion with
considerable give and
take in evidence. No
such approach apparent
in Project 1.

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Likely Cause of
Outcome
Difference
The stronger
attitudes of the
public sector
team,
particularly the
affective and
behavioural
elements, in
Project 2 sends a
clear signal to
the PSO that
project level
objectives must
be addressed.
This has an
influence on the
outcome.
The poor
relationship on
Project 1 has
resulted from a
combination of
the lower
affective element
from both
sectors and the
lower PSO
behavioural
element in
Project 1.
The stronger
affective element
from both
sectors and the
higher PSO
behavioural
element in
Project 2 show
that both parties
are focused on
working together
to achieve
project level
objectives.

Table 9.19: Isolation of Potential Effect of Attitude on Value
Outcome i - continued
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Attitude
Difference

CSS

Details

Rich
experience in
international
PPP projects
(CSS 51)

Considerable UK
experience in PPP
schools in Project 1.
PSO team in Project
2 has no previous
PPP experience.

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO in
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Operation
agreement
(CSS 52)

In Project 1, the
PSO is adopting a
much more
aggressively
commercial
approach and has
successfully reached
more favourable
interpretation of
sections of the
agreement than the
public sector had
originally envisaged.
In Project 2, there
has been no such
practice.

Likely Cause of
Outcome
Difference
Those who have
worked in both
Ireland and the UK
will agree that there
is a different
approach to
contractual dealings
between the two
countries and that
what works in the
UK does not
necessarily work in
Ireland.
This suggests that
the commercial
approach of the
Project 1 may have
been influenced by
the PSO’s
experience in UK PFI
and that the
attitudes developed
in that environment
may not have been
suited to the
approach required in
the Irish PPP
market.
The difference in
attitudes between
the public sector
participants ensured
that the PA in
Project 2 was clear
and concise. The
PSO behavioural
attitude in Project 1
is organisation
focused resulting in
outcomes more
favourable to the
PSO on this project.

Table 9.20: Isolation of Potential Effect of Attitude on Value
Outcome i - continued
Whilst the financial difficulties of Jarvis did not originate with the
Grouped Schools project, the uncertainty that existed within the
organisation at the time of bidding for the project would have ensured
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that the approach to the project would have been focused strongly on
the value to the PSO. As the project moved into the operation phase
and new investors were being sought, the behaviour of the PSO in
adopting a highly commercial approach is in keeping with the need to
demonstrate profitability to new investors. The strong behavioural
attitude element that is focused on the organisation rather than on
the project as a whole is therefore appropriate to the circumstances
that existed at that time. With this element of attitude being
dominant, coupled with a low affective attitude element in the public
sector, the fragmented nature of the project organisation structure in
Project 1 allows a highly commercial focus to develop.

The public

sector attitudes in Project 2 are clearly more project focused and the
clear focus of the team on project requirements ensured that this
project level focus was maintained throughout the project.
In Project 1, the commercial focus of the PSO has resulted in issues
arising from interpretation of the maintenance contracts and from the
non-development of project level objectives, the relationship between
the partners has deteriorated. In Project 2, no such issues arise as
the partnership is characterised by a partnering approach – this time
reflected in the greater project focus of the attitudes of the
participants. In the application of the PA to the operation of the
facility, the PSO in Project 1 has sought to define the terms of the
agreement so that its interpretation is clearly to its advantage rather
than being focused on an overall project approach. This arises for two
reasons. Firstly, the details of the project agreement were not fully
defined before project close – reflecting on the public sector’s
cognitive and behavioural elements of attitude and secondly, the
PSO’s need to display an attractive profitability to potential investors
– reflecting on the PSO’s behavioural element of attitude.
It is therefore found that all of the subfactors identified that had a
bearing on the outcomes, were influenced by the participant attitudes,
with the possible exception of the issue of previous international
experience in PPP. This is an issue that has been raised by Eaton et
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al., (2007) This subfactor is worth further investigation to determine
both the effect on project outcome and the extent to which cultural
issues could be a factor in the development of the attitudes of the
participants. However, further investigation of this point is beyond the
scope

of

this

work

(See

Chapter

11,

Conclusions

and

Recommendations for Further Research).
j.

The Working Relationship

Tables 9.21, 9.22, 9.23 and 9.24 examine value outcome difference j)
which identified differences in the working relationships between the
partners on the projects. Six subfactors were identified as potentially
influencing the outcomes. Each of these is now examined to locate the
cause of the difference.
Attitude
Difference

CSS

Details

Effective
project
organisation
structure
(CSS 53)

Project organisation
structure in Project
1 is fragmented and
is represented by
five different sites,
thereby difficult to
develop a
coordinated
approach between
all of the
participants. PSO
does not have a full
time presence on all
sites. Project 2 is
based on one site
and controlled by a
small, dedicated
team.

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Likely Cause of
Outcome
Difference
A lesser level of
control exists in
Project 1 and this is
likely to have been
influenced by the
lower affective
element of the
public sector
attitudes. This
makes it more
difficult for the PSO
to build an effective
working relationship.
However, the low
affective and
behavioural
elements of the PSO
attitude in Project 1
suggests that the
PSO would not have
made a significant
effort to build this
relationship even if
the project
organisation
structure was
effective.

Table 9.21: Isolation of Potential Effect of Attitude on
Value Outcome j
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Attitude
Difference

CSS

Details

Strong and
reliable
project team
(CSS 54)

The PSO and public
sector teams in
Project 2 have
considerable respect
for each other. Both
realise that there
will often be
disagreements on a
project but have
learned to deal with
such agreements in
a pragmatic and
business like
manner.
Project 1 public
sector team is uncoordinated and the
working relationship
with the PSO team is
weak.

Good
relationship
with host
government
authorities
(CSS 55)

Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Friction between
PSO and DOES in
Project 1. High
levels of suspicion
between public
sector and PSO.
Excellent working
relationship in
Project 2.

Likely Cause of
Outcome
Difference
The public sector
team in Project 2
displays a consistent
strength and
reliability in
approaching issues
that arise. This is
reflected in the
stronger public
sector attitudes and
was shown to be
appreciated by the
PSO. The Project 2
PSO’s stronger
behavioural attitude
element reflects the
disposition to the
development of a
strong project based
focus. Attitude is
therefore an
influence on this
subfactor.
The attitudes mirror
the outcomes, with
the PSO in Project 2
clearly working on
the development of
the relationship. The
affective element of
the public sector
attitude and the
behavioural element
of the PSO attitude
would appear to be
influential on this
subfactor.

Table 9.22: Isolation of Potential Effect of Attitude on
Value Outcome j (continued)
With a low PSO disposition to action on project level objectives,
coupled with a low affective attitude element in the public sector, the
fragmented nature of the project organisation structure in Project 1
does not provide the correct environment for a strong working
relationship to develop. On the other hand, the public sector attitudes
in Project 2 are clearly more project focused and with a stronger
project focus in the behavioural element of the PSO attitude, a strong
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working relationship with a project level focus developed on this
project. In fact, in every interview that concerned Project 2, the
strength of the working relationship was emphasised, with both PSO
and public sector giving credit to each other for the development of
the relationship. The PSO was particularly complementary of the
pragmatic and practicality of the DOES team. The DOES was
complementary of the PSO’s focus on the project as a whole rather
than focussing solely on its own objectives. The affective element of
public sector attitudes showed that there was a difference in approach
to the projects with the idea of PPP being accepted more favourably
from the outset of Project 2 than from the outset of Project 1. The
behavioural element of the PSO attitude shows a significant difference
between the project and the contribution of the Project 2 PSO to
developing the strong working relationship is a direct reflection of this
attitude.
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CSS
Partnering
skills
(CSS 56)

Details
Both PSO and
DOES participants
define themselves
as a partnership to
such an extent
that their business
cards state they
work for NMCI
rather than the
organisations that
have entered into
partnership to
deliver the project.
They abide by
their contractual
responsibilities
without being
forced to do so
and operate open
book procedures in
the management
of the project.
In Project 1, a
series of
contractual
agreements both
within the PSO and
between the PSO
and the public
sector exists. The
limits of these
agreements are
constantly being
tested and, as a
result, conflict
occurs.

Attitude
Difference
Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO in
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Likely Cause of
Outcome Difference
The initial discussions
that defined Project 2
took place between
the DOES, CIT and the
INS before the PPP
process began. The
DOES team therefore
was a partnership
itself from an early
stage and this position
was developed as the
procurement stage
proceeded. The strong
project level attitudes
in Project 2 reflect
this. In Project 1,
there was a variety of
(affective elements)
attitudes to PPP from
the start with some
participants focused
on their objectives
alone. Partnering skills
did not exist within
the DOES team at the
outset and, as a
result, never
developed into the
relationship with the
PSO. Differences in
the public sector
affective element of
attitude and the PSO
behavioural element
of attitude would
appear to have
influenced this
subfactor.

Table 9.23: Isolation of Potential Effect of Attitude on Value
Outcome j - continued
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CSS
Rich
experience in
international
PPP projects
(CSS 57)

Multidisciplin
ary
participants
(CSS 58)

Details
Considerable UK
experience in PPP
schools in Project
1. PSO team in
Project 2 has no
previous PPP
experience.

DOES project team
in Project 2 chosen
on the disciplinary
basis. DOES team
in Project 1 chosen
on the basis of
location.

Attitude
Difference
Significantly
stronger
behavioural
attitude to
project value
issues
displayed by
PSO on
Project 2.
Stronger
attitude to
project value
issues across
all elements
of public
sector
attitude.

Likely Cause of
Outcome Difference
The difference in
approach to
contractual dealings
between those
working in Ireland is
often underestimated
suggesting a
difference in affective
element of PSO
attitude may be
influential. However,
this is not conclusive.
Composition of project
teams would appear
to have differed as a
result of developing
experience in the PPP
process rather than
the attitudes of the
participants.

Table 9.24: Isolation of Potential Effect of Attitude on Value
Outcome j - continued

The initial discussions that defined Project 2 took place between the
DOES, CIT and the INS before the PPP process began. The DOES
team therefore was a partnership itself from an early stage and this
position was developed as the procurement stage proceeded. The
strong project level attitudes on Project 2 reflect this. In Project 1,
there was a variety of (affective elements) attitudes to PPP from the
start with some participants focused on their objectives alone.
Partnering skills did not exist within the DOES team at the outset and,
as a result, never developed into the relationship with the PSO. A
difference in the public sector affective element of attitude would
appear to have influenced this subfactor. As noted in the commentary
on Outcome i (above), the issue of previous international experience
in PPP is worthy of further investigation to determine both the effect
on project outcome and the extent to which cultural issues could be a
factor in the development of the attitudes of the participants.
However, the difference in PSO affective element of attitude between
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the projects suggests that a different attitude existed between the
two PSOs. The extent to which this is attributable to the previous
international experience in PPP is beyond the scope of this research
(See Chapter 11, Conclusions and Recommendations for Further
Research).
The multidisciplinary skills of the participants may have had an effect
on the outcome relating to the working relationship, but they do not
appear to have been influenced by the participant attitudes. With this
one exception, therefore it is found that all of the subfactors identified
that had a bearing on the difference in working relationship between
the projects, were influenced by the participant attitudes.
9.4.1 Validity of Proposition 3 to Value
Table 9.25 summarises the specific CSSs that were found to be
affected by participant attitudes to value. This table identifies the
specific attitude elements (in italics) that influence specific differences
in value outcomes on the projects researched. This analysis has
therefore found that Proposition 3 is valid for value, in that the
elements of both public sector and private sector participant attitude
can be seen to have an effect on the project outcome in twenty cases.
This is manifested through the management of generation of 3rd
party

income,

the

monitoring

of

operator’s

performance

and

application of sanctions, the extent to which commercial approach is
applied to the project and the strength of the working relationship
that develops on the project.
In this research it was found that more positive outcomes occur when
the behavioural element of the PSO attitude has a more projectoriented focus. All elements of the public sector attitude were found to
have an effect but it was found that the affective element at project
inception could define many of the structures and processes that will
shape the project.
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Outcome difference
Value Attitude
Source Element
(PSO/DOES)

Critical Success Subfactors

Supportive and
Understanding
Community
Sufficient
profitability to
attract investors
Long-term cash
flow that is
attractive to
lenders
Leading Role of a
Key Enterprise or
Entrepreneur
Effective Project
Organisation
Structure

Strong and Reliable
Project Team

Good Relationship
with host
government
authorities

Partnering Skills

Rich Experience in
International PPP
Projects
Multidisciplinary
Participants
Concession
Agreement
Operation
Agreement

The Working
Relationship

Monitoring of
PSO
performance
and application
of sanctions
N/A

The
commercial
approach of
the PSO to the
projects
N/A

N/A

N/A

N/A

N/A

N/A

(CSS45)
Behavioural
(PSO)
(CSS46)
Behavioural
(PSO)

(CSS30)
No link found

(CSS38)
No link found

N/A

N/A

(CSS31)
Affective
(DOES)
Behavioural
(PSO)
(CSS32)
Affective,
(DOES)

(CSS39)
Affective
(DOES)

(CSS47)
Affective
(DOES)

(CSS40)
Affective
Behavioural
Cognitive
(DOES)

(CSS48)
Affective
Behavioural
(DOES)

(CSS33)
Affective
Behavioural
Cognitive
(DOES)
Behavioural
(PSO)
(CSS34)
Affective,
Behavioural
Cognitive
(DOES)
Affective,
Behavioural
(PSO)
(CSS35)
No link found

(CSS41)
Affective
Behavioural
Cognitive
(DOES)
Behavioural
(PSO)
(CSS42)
Affective,
Behavioural,
Cognitive
(DOES)
Behavioural
(PSO)

(CSS49)
Affective
(DOES)
Behavioural
(PSO)

(CSS53)
Affective,
(DOES)
Behavioural
(PSO)
(CSS54)
Affective
Behavioural
Cognitive
(DOES),
Behavioural
(PSO)
(CSS55)
Affective
(DOES)
Behavioural
(PSO)

(CSS50)
Affective
(DOES)
Affective,
Behavioural
(PSO)

(CSS56)
Affective
(DOES)
Behavioural
(PSO)

(CSS43)
No link found

(CSS51)
No link found

(CSS57)
Inconclusive

(CSS36)
No link found

N/A

N/A

(CSS58)
No link found

(CSS37)
No link found
N/A

N/A

N/A

N/A

(CSS44)
Affective
(DOES)
Behavioural
(PSO)

(CSS52)
Affective
(DOES)
Behavioural
(PSO)

N/A

Management
of generation
of 3rd party
income
(CSS29)
No link found

N/A

N/A

Table 9.25: Summary of Effect of Project Participant Attitude on
Valve Outcomes
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9.5 SUMMARY
Proposition 3 of this research states that the project outcome
differences can be attributed to the differences in participant
attitudes. Using the outcome from the analysis of the data from the
previous chapter, relating to Propositions 1 and 2, this chapter
addressed Proposition 3. The outcome differences were highlighted
and examined in relation to the differences in project participants’
attitudes to establish the effect of the attitudes on the outcomes. This
involved examining the outcome differences in terms of critical
success subfactors (CSS). These CSS were examined in light of the
recorded project participant attitudes, to establish the influence of the
attitudes on each CSS. The analysis was conducted for risk and value
only, as the previous chapter had established that there was no
significant difference in outcome relating to innovation recorded
between the projects.
The analysis showed that project outcome differences are affected by
attitudes. Where there was a difference in the behavioural attitude of
the PSO relating to risk, a number of project outcome differences
relating to risk occurred. Each CSS was examined and 9 instances
were found where the difference in risk outcome could be attributed
to the difference in attitudes. However, it was in the area of value
that the most significant findings emerged. In this area, there were
differences in project outcomes and attitude differences between the
projects in both the PSO and the public sector. Four areas of major
difference were investigated through examination of several different
CSS. In all, 20 instances were found where the value outcome could
be attributed to the attitudes observed.
The following chapter carries out further testing to establish the
construct validity, the internal validity, the credibility, the external
validity, the transferability and the reliability of the findings. It then
revisits the structure of the model.

298

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 10

CHAPTER 10: TESTING THE FINDINGS & REFINING THE MODEL
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10.1 INTRODUCTION
The previous chapter showed that project outcome differences are
affected by attitudes. Through analysis of the Critical Success
Subfactors (CSS) that lead to an outcome, 9 instances relating to
project risk outcomes and 20 instances relating to project value
outcomes were found affected by the project participant attitudes.
This chapter carries out further testing of these 29 instances to
establish the construct validity, the internal validity, the credibility,
the external validity, the transferability and the reliability of the
findings. The format for this test will be as follows. The findings of
the cause of each outcome will be tested in turn. As each outcome
was influenced by a number of CSSs, a table is constructed to test
each separate CSS under each heading. Where the outcome of a test
contradicts the finding, this will be addressed after the relevant table.
The chapter begins with a summary of what is being tested under
each heading. The final part of the chapter is concerned with the
refinement of the model from its earlier conceptual state to the final
analytical state.

10.2 TEST HEADINGS
10.2.1 Construct Validity
Yin

(2003a)

defines

construct

validity

as

“establishing

correct

operational measures for the concepts being studied” and suggests
that this can be tested by establishing a chain of evidence that will
lead from the concept to the knowledge being sought. This will require
confirmation that the data being gathered can be relied upon to give
an accurate finding and that the means of gathering the data was
reliable.
To establish project outcomes, data were gathered from a number of
documents and from interviews with key users of the facilities that
were being provided. The outcome data were then assigned a value
along a scale to indicate how well the facility has performed to date in
terms of risk, value and innovation (RVI), from the perspective of the
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project as a whole. Once these values had been assigned, the
outcomes of the two projects were compared to establish the
differences between them.
Concurrently, the attitudes of the project participants to RVI were
measured. The individuals involved in this exercise included the DOES
Project Manager, the PSO Project Managers, the key advisors to the
DOES and the PSO Facilities Managers. As part of the data gathering,
each of these people was required to place a relative importance
value on their own attitude to risk, value and innovation. Again the
level of concentration on a whole project approach was measured and
the

attitudes

were

separated

into

the

constituent

affective,

behavioural and cognitive elements. The attitudes recorded were
scaled and multiplied by the relative importance factors. This resulted
in the value of the attitude of each participant to RVI. Public and
private sector values were combined to show the attitudes of each
sector on each project. The values for each project were compared to
establish the differences between the projects.
In the tables that follow, a comment is included against each CSS,
confirming the documents and the interviews from which the finding is
drawn. Where the process outlined above was adapted, this is noted
and, where necessary, a justification for an adaptation to the process
is presented.
10.2.2 Internal Validity
Internal validity is defined as establishing that a casual relationship
exists whereby a specific set of circumstances cause an outcome. In
this research, the causal relationship between the participant attitudes
and the project outcomes is being investigated. To test the internal
validity of the findings, the previous chapter took a pattern matching
approach to establish the pattern of outcomes that occur when
specific attitudes are present. The logic behind each of the findings is
outlined in this test.
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10.2.3 Credibility
Following the pattern matching exercise, it is necessary to establish
the other factors that could have produced the outcome. By
examining each of these factors, the credibility of the finding will be
challenged.
10.2.4 External Validity
External validity is concerned with the ability to generalise beyond the
immediate case study. In this research, the external validity will
centre on whether or not the results can lead to the assumption that
the outcomes of all PPPs are influenced by the attitudes and if it will
be possible to make this claim only for the projects that were studied
in this research.
10.2.5 Transferability
This research is designed to give a result that will be generalised to
theory. This means that the result of the research will be valid for the
projects being studied, but as there are two such projects in the case
study, there is an element of external validity between the two
projects. The overall result of the research will provide a theory that
can subsequently be tested over a longer period of time across
several projects. Whilst this further research will not fall within the
scope of this PhD, as it would require the use of a longitudinal study,
a number of potential areas of transferability are suggested that could
be the subject of investigation by future research.
10.2.6 Reliability
This test will assess the probability of following the same procedure
again and arriving at the same result. To address this, the procedures
used will be examined for consistency.
10.3 RISK
The previous chapter found that there were nine instances where a
project outcome relating to risk was affected by the attitudes of one
or

more

of

the

participants.

The

outcomes

effectiveness of the transfer of the following risks:
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1. 3rd party income risk;
2. Technical obsolescence of general equipment;
3. Technical obsolescence of IT equipment.
The manner in which the outcomes were influenced was observed
through examination of the following critical subfactors:
•

effectiveness of the project organisation structure;

•

strong and reliable project team;

•

relationship between the PSO and the government authority;

•

the use of partnering skills.

Each of these outcomes will now be systematically tested.
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10.4.1.

Effectiveness of Transfer of 3rd Party Income Risk

10.4.1.1.

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Effective Project Organisation Structure(CSS 7)

Project outcome data gathered from structured review of data
generated from the interviews with key users. Similar issues
raised with each participant to ensure consistency. Attitudes were
recorded through participant interviews. Standard consistent
format followed throughout.
Data gathering and analysis process used follows the procedure
established. Construct validity therefore achieved.
There is a pattern match between the differences in PSO affective
and behavioural attitude elements and the inaction of PSO to
becoming involved in a joint approach. The conclusion reached is
that the attitude differences influence the difference in actions,
which leads ultimately to the difference in outcomes. The
conclusion is supported by the Project 1 PSO insistence that the
DOES must first act and the PSO is then entitled to assess this
action and react. This clearly shows the link between attitude and
action. The finding therefore has internal validity.
Other possible causes:
• Not enough thought given to Project 1 structure at
inception
o Likely to have contributed to effectiveness of
structure but unlikely to have had a significant
effect on transfer of 3rd party income risk
The finding therefore has credibility.
Due to the research only looking at two projects, the precise
findings are only applicable in full to these projects. However,
they show that, in this case, 3rd party income risk is influenced by
the project organisation structure and that the effectiveness of
this organisation was in turn influenced by participant attitudes.
Consequently, the attitude of project participants will be a factor
in determining project outcomes on other projects.
Possible transferability to effect of attitude on project
organisations’ approach to transfer of other risks on different
project types.
Gathering of Project Outcome data for this finding
• Project 1 –Interview with S Slowey
• Project 2 –Interviews with D Burke and M Delaney
Finding based on factual information on the make up of the
project organisation rather than opinions, thereby maintaining
reliability.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews were
conducted so that the interviewer was constantly moving back
and forth between the projects and (between) the sectors,
thereby ensuring that concentration on a project or a sector did
not occur. All were recorded/transcribed/verified and analysed
using the same procedure, thereby ensuring consistency and
reliability.

Table 10.1: Test of 1st Instance Finding
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10.4.1.2.

Strong and Reliable Project Team (CSS 8)

There was no link found in CSS 8, i.e. between the risk outcome
relating to 3rd Party Income and the Strong & Reliable Project Team
(See Table 9.4, Page 265). Consequently, no further analysis of this
CSS will be carried out.
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10.4.1.3.

Relationship between the PSO and the Government

Authority (CSS 9)
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome data gathered from structured review of data
generated from the interviews with key users. Similar issues
raised with each participant to ensure consistency. Data taken
from extra four questions on each section of the attitude
interview provides triangulation. Attitudes were recorded through
participant interviews. Standard consistent format followed
throughout.
Data gathering and analysis process used follows the procedure
established. Construct validity therefore achieved.
High behavioural element score in Project 2 PSO shows clear
positive disposition to action at a project level on risk. This
correlated with action taken to work with DOES on developing 3rd
party income.
The conclusion reached is that the attitude differences influence
the difference in actions, which leads ultimately to the difference
in outcomes. The conclusion is supported by the Project 2 PSO’s
clear view of the obligations that the project placed on it and the
acceptance that this responsibility must be discharged. This
clearly shows the link between attitude and action. The finding
therefore has internal validity.
Action was required, attitudes suggested that there was a
positive disposition to action and action subsequently took place.
The finding of attitude affecting action is therefore credible.
The relationship between the partners had an effect on the
transfer of 3rd party income risk. The building of the relationship
was influenced by the attitudes of the participants. This finding is
relevant to other projects as similar attitudes and project
circumstances could exist again.
Possible transferability to effect of attitude on relationships
between public and private sector to transfer of other risks on
different project types.
Gathering of Project Outcome data
• Project 1 – Review of C& AG report, Interview with S
Slowey
• Project 2 – Review Project Agreement, Interviews with D
Burke and M Delaney
C&AG report in Project 1 was critical of the project. No such
document was available for Project 2. However, the data used
concentrated entirely on facts rather than opinions thereby
maintaining reliability.
Gathering of Participant Attitude Data
This followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly moving
back and forth between the projects and (between) the sectors,
thereby ensuring that concentration on a project or a sector did
not occur. All were recorded/transcribed/verified and analysed
using the same procedure. The attitudes recorded, consistently
showed a stronger disposition to action on a project level from
the PSO in Project 2.

Table 10.2: Test of 2nd Instance Finding
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10.4.1.4.
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Partnering Skills (CSS 10)
Project outcome data gathered from a review of Project 2 PA and
of interview generated data. Outcome records evidence of
partnering skills in Project 2 but not in Project 1. Relationship
between PSO and DOES differs between projects. Data taken
from supplementary questions on each section of the attitude
interview provides triangulation of findings. Attitudes were
recorded through participant interviews and subsequently
transcribed and analysed. Attitudes differences in Project 2 are
confirmed by all participants through constant reference to the
joint approach of the partners in Project 2.
High behavioural element score in Project 2 PSO shows clear
positive disposition to working with the public sector at a project
level on risk. This correlated with action taken to work with DOES
on developing 3rd party income.
A small, dedicated team was appointed to make executive
decisions in Project 2. The diverse nature of the sites hindered
this scenario in Project 1. However, as no attempt at partnering
on any issue from the Project 1 PSO is evident, the project
focused behavioural element of the PSO attitude in Project 2 is
the most likely influence.
The partnering skills evident in Project 2 had an effect on the
transfer of 3rd party income risk. The development of the
environment whereby this could be effective was influenced by
the attitudes of the participants. This finding is relevant to other
projects as similar attitudes and project circumstances could exist
again.
The effect of attitude on the development of partnering skills is
an issue to be considered in the finalising of risk transfer
agreements on different project types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 –Interviews with D Burke and M Delaney
The project agreement in Project 2 was consulted to find if
specific reference had been made to partnering skills. No such
reference existed. The interview data used concentrated entirely
on instances of the use of partnering skills rather than opinions
thereby maintaining reliability.
Gathering of Participant Attitude Data
Interviews were conducted so that concentration on a project or a
sector did not occur. All were recorded/transcribed/verified and
analysed using the same procedure. The attitudes recorded
consistently showed a stronger disposition to action on a project
level from the PSO in Project 2.

Table 10.3: Test of 3rd Instance Finding
Under all six headings, this table shows that the link between
outcomes and attitudes in this instance is valid. The diverse locations
of the sites in Project 1 would have made development of partnership
more difficult. However, the evidence shows that no attempt was
made to explore this option. The conclusion that the attitudes in
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Project 2 were the influencing factor on the development of partnering
skills, and subsequently on the more successful transfer of 3rd party
risk, is therefore a credible option.
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10.4.2.

Transfer of Technical Obsolescence Risk - General

Equipment
10.4.2.1.

Effective Project Organisation Structure (CSS 14)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome data gathered from structured review of
data generated from the C&AG report and the interviews with
key users. Different sources provide triangulation of data.
Attitudes were recorded through participant interviews.
Standard consistent format followed throughout.
Data gathering and analysis process used follows the
procedure established. Construct validity therefore achieved.
Project 1 PSO has achieved an interpretation of the PA that
was not envisaged by the public sector. PSO in Project 2 has
accepted the risk as originally envisaged. Differences in
private sector affective and behavioural attitude elements
provide a match with the difference in outcome. The
conclusion is supported by the Project 1 PSO insistence that
the DOES must first act and that the PSO is then entitled to
assess this action and react. This clearly shows the link
between attitude and action. The finding therefore has
internal validity.
Other possible causes:
• Not enough thought given to Project 1structure at
inception
o Likely to have contributed to effectiveness of
structure but unlikely to have had significant
effect on transfer of 3rd party income risk.
The finding therefore has credibility.
Due to the research only looking at two projects, the precise
findings are only applicable in full to these projects. However,
they show that, in this case, transfer of technical
obsolescence risk is influenced by the project organisation
structure and that the effectiveness of this organisation was
in turn influenced by participant attitudes.
Possible transferability to effect of attitude on project
organisations’ approach to transfer of other risks on different
project types.
Gathering of Project Outcome data for this finding
• Project 1 –Interview with S Slowey
• Project 2 –Interviews with D Burke and M Delaney
Finding based on factual information on the make up of the
project organisation rather than opinions, thereby
maintaining reliability.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly
moving back and forth between the projects and (between)
the sectors, thereby ensuring that concentration on a project
or a sector did not occur. All were
recorded/transcribed/verified and analysed using the same
procedure, thereby ensuring consistency.

Table 10.4: Test of 4th Instance Finding
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10.4.2.2.

Strong and Reliable Project Team (CSS 15)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome finding arose from detailed review of data
obtained from the interviews with the key users. Attitudes
measured from project participant interview data. Several
instances of cross-reference and triangulation particularly in
Appendices 7, 10, 11, 12, 13 and 14. Construct validity
therefore achieved.
In Project 1, it was the DOES that was driving the project and
not the project team. In Project 2, the team exercised its full
executive powers to run the project. The difference in
approach is matched by the stronger public sector attitudes
in Project 2.
Several references to the strength of this team in the
participant interviews provide internal validity.
Other possible causes:
• DOES inexperience in the PPP process at outset of
Project 1
o Likely to have contributed to strength and
reliability of team but would in turn have been
influenced by cognitive element of attitude of
public sector attitudes.
This provides credibility to the claim that the outcome was
affected by the attitudes of the participants.
Due to the research only looking at two projects, the precise
findings are only applicable in full to these projects. However,
they show that, in this case, effective transfer of technical
obsolescence risk is influenced by the project organisation
structure and that the effectiveness of this organisation was
in turn influenced by participant attitudes. Consequently, the
attitude of project participants will be a factor in determining
project outcomes on other projects.
Possible transferability in that effect of attitude on the project
team approach should be considered when attempting to
transfer risks on different project types.
Gathering of Project Outcome data for this finding
• Project 1 – C&AG Report, Interview with S Slowey
• Project 2 – Project Agreement, Interviews with D
Burke and M Delaney
C&AG report does not highlight the issue but shows that the
risk was planned to lie with the PSO. The interview data for
Project 1 show that a reinterpretation has occurred. The PA
for Project 2 clearly places the risk with the PSO. The
interview data for Project 2 show that the PSO is carrying the
risk.
Gathering of Participant Attitude Data
Followed the same procedure for collecting data from both
projects. Interviews were conducted so that the interviewer
alternated between projects, thereby ensuring that
concentration on a project or a sector did not occur. All were
recorded/transcribed/verified and analysed using the same
procedure, thereby ensuring consistency.

Table 10.5: Test of 5th Instance Finding
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10.4.2.3.

Relationship between the PSO and the Government

Authority (CSS16)
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome data gathered from structured review of
documents and through interviews. Data taken from extra
four questions on each section of the attitude interview
provides triangulation of this finding. Attitudes recorded
through participant interviews and subsequently analysed.
Construct validity therefore achieved.
Lower behavioural element score in Project 1 PSO shows a
lower disposition to action at a project level on risk and a
tendency to concentrate strongly on reducing its own risk.
This provides a pattern match with action taken to redefine
the level of risk transfer and force certain risks back on the
DOES. The conclusion reached is that the attitude
differences influence the difference in actions, which leads
ultimately to the difference in outcomes. The conclusion is
supported by the Project 1 PSO action in attempting to
offset costs against money due to DOES. The finding
therefore has internal validity.
There are numerous references to the relative strengths of
the relationships between the PSOs and the DOES. It is clear
that the Project 1 relationship was poor whilst the Project 2
relationship was strong. PSO attitudes between the projects
showed a clear difference in focus. Further data from the
supplementary questions in the participant interviews gives
credibility to the finding.
The relationship between the partners had an effect on the
transfer of technical obsolescence risk. The building of the
relationship was influenced by the attitudes of the
participants. This finding is relevant to other projects as
similar attitudes and project circumstances could exist
again.
Possible transferability to effect of attitude on relationships
between public and private sector to transfer of other risks
on different project types.
Gathering of Project Outcome data
• Project 1 – Review of C&AG report, Interview with S
Slowey
• Project 2 – Review Project Agreement, Interviews
with D Burke and M Delaney
C&AG report in Project 1 did not highlight this issue. It arose
in the S Slowey interview. PA for Project 2 places this risk
with the PSO. Raised and confirmed for Project 2 in
interviews with D Burke and M Delaney.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout
thereby guarding against bias. The attitudes recorded
consistently showed a stronger disposition to action on a
project level from the PSO in Project 2.

Table 10.6: Test of 6th Instance Finding
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10.4.2.4.
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Partnering Skills (CSS 17)
Project outcome data gathered from structured review of data
generated from the interviews with key users. Attitudes were
recorded through participant interviews. Standard consistent
format followed throughout.
Data gathering and analysis process used follows the
procedure established. Construct validity therefore achieved.
Project 1 shows the existence of a highly commercial approach
from the PSO. Partnering skills evident in Project 2. Lower
PSO behavioural element attitude score in Project 1 shows a
lower disposition to project-focused action on risk. As this
correlated with action taken by the PSO to attempt to transfer
risk back to DOES, attitude can be accepted as a contributing
factor in the difference between projects. This displays
internal validity of the finding.
A small, dedicated team was appointed to make executive
decisions in Project 2. The diverse nature of the sites hindered
this scenario in Project 1. However, as no attempt at
partnering on any issue from the Project 1 PSO is evident, the
project focused behavioural element of the PSO attitude in
Project 2 is the most likely influence on the difference in
project outcome.
The partnering skills evident in Project 2 had an effect on the
transfer of technical obsolescence risk. The development of
the environment whereby this could be effective was
influenced by the attitudes of the participants. This finding is
relevant to other projects as similar attitudes and project
circumstances could exist again.
The effect of attitude on the development of partnering skills
is an issue to be considered in the finalising of risk transfer
agreements on different project types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 –Interviews with D Burke and M Delaney
The project agreement in Project 2 was consulted to find if
specific reference had been made to partnering skills. No such
reference existed. The interview data used concentrated
entirely on instances of the use of partnering skills rather than
opinions thereby maintaining reliability.
Gathering of Participant Attitude Data
Interviews were conducted so that concentration on a project
or a sector did not occur. All were
recorded/transcribed/verified and analysed using the same
procedure. The attitudes recorded, consistently showed a
stronger disposition to action on a project level from the PSO
in Project 2.

Table 10.7: Test of 7th Instance Finding
Under all six headings, this table shows that the link between
outcomes and attitudes in this instance is valid. The diverse locations
of the sites in Project 1 would have made development of partnership
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more difficult. However, the evidence shows that no attempt was
made to explore this option. The conclusion that the attitudes in
Project 2 were the influencing factor is therefore a credible option.

10.4.3.
10.4.3.1.

Transfer of Technical Obsolescence Risk - IT Equipment
Effective Project Organisation Structure (CSS 22)

There was no link found in CSS 22, i.e. between the risk outcome
relating to IT Obsolescence and the Effective Project Organisation
Structure (See Table 9.9, Page 275). Consequently, no further
analysis of this CSS will be carried out.
10.4.3.2.

Strong and Reliable Project Team (CSS 23)

Similarly, there was no link found in CSS 23, i.e. between the risk
outcome relating to IT Obsolescence and the Strong & Reliable Project
Team. Consequently, no further analysis of this CSS is required.
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10.4.3.3.
Relationship between the PSO and the Government
Authority (CSS 24)
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome data gathered from structured review of data
generated from the C&AG report, the Project 2 PA and the
interviews with key users. Data also taken from extra four
questions on each section of the attitude interview. Different
sources provide triangulation of this finding. Attitudes were
recorded through participant interviews. Standard consistent
format followed throughout. Construct validity therefore achieved.
Relationship between PSO and DOES differs between projects.
Attitudes measured in Project 2 are confirmed through constant
reference to the strength of the working relationship. No such
reference in Project 1. Lower behavioural element score in Project
1 PSO attitude shows a lower disposition to action at a project
level on risk and a tendency to concentrate strongly on reducing
its own risk. This gives a pattern match with inaction of the PSO in
seeking a solution to this issue. In Project 2, the two sectors are
actively exploring options to resolve the issue of IT technical
obsolescence risk. Higher Project 2 PSO behavioural score
matches the outcome achieved. This confirms the internal validity
of the finding.
Action was required. Attitudes suggested that there was a positive
disposition to action in Project 2 and action subsequently took
place. The finding of attitude affecting action is therefore credible.
The relationship between the partners had an effect on the
transfer of IT technical obsolescence risk. The building of the
relationship was influenced by the attitudes of the PSOs. This
finding is relevant to other projects as similar attitudes and project
circumstances could exist again. However, the DOES is now taking
a different approach to this issue on new projects, an outcome
driven largely by the negative experience in Project 1.
This research shows that the success of risk transfer is influenced
by the relationships between public and private sector, the
effectiveness of which is in turn is influenced by the participant
attitudes. This finding has implications for other areas of risk
transfer on different project types.
Gathering of Project Outcome data
• Project 1 – Review of C&AG report, Interview with S Slowey
• Project 2 – Review Project Agreement, Interviews with D
Burke and M Delaney
Data gathered from Project 1 showed that the PSO kept the IT
equipment working but had largely ignored this issue of updating.
PA for Project 2 places this risk for 1st 3 years with PSO. Similar
responsibility placed with Project 1 PSO (C&AG Report) and
thereafter with DOES. Raised in Project 2 interviews with D Burke
and M Delaney, which confirmed that maintenance and updates
are being attended to as planned. Joint discussions taking place
regarding the post-3 year situation. Outcome data is therefore
reliable.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout thereby
guarding against bias. The attitudes recorded, consistently
showed a stronger disposition to action on a project level from the
PSO in Project 2.

Table 10.8: Test of 8th Instance Finding
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10.4.3.4.

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Partnering Skills (CSS 25)

Project outcome data gathered from interview with S
Slowey, D Burke and M Delaney. Data taken from
supplementary questions on each section of the attitude
interview provides triangulation. Attitude data were
gathered from transcripts of participant interviews.
Consistency is maintained across all interviews giving the
finding construct validity.
Outcome records evidence of use of partnering skills in
Project 2. Project 1 shows the existence of a highly
commercial approach from the PSO with reluctance to any
level of joint action that might lead to a resolution of the
issue. A pattern match for this behaviour is found in the
lower behavioural element score in Project 1 PSO where the
attitude recorded shows a lower disposition to projectfocused action on risk. Internal validity is provided through
the supplementary data gathered in the participant
interviews, where the PSO attitude was commented on in
relation to the approach taken.
A small, dedicated team was appointed to make executive
decisions in Project 2. The diverse nature of the sites
hindered this scenario in Project 1. However, as no
attempted use of partnering skills is evident on any issue
from the Project 1 PSO, the project focused behavioural
element of the PSO attitude in Project 2 is the most credible
cause of the difference in project outcome.
The partnering skills evident in Project 2 had an effect on
the transfer of IT technical obsolescence risk. The
development of the environment whereby this could be
effective was influenced by the attitudes of the participants.
This finding is relevant to other projects as similar attitudes
and project circumstances could exist again.
The effect of attitude on the development of partnering skills
is an issue to be considered in the finalising of risk transfer
agreements on different project types.
Gathering of Project Outcome data
• Project 1 – C&AG report, Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
No reference to partnering was found in the documentation.
The interview data used concentrated entirely on instances
of the use of partnering skills rather than opinions thereby
maintaining reliability.
Gathering of Participant Attitude Data
Interviews were conducted so that concentration on a
project or a sector did not occur. All were
recorded/transcribed/verified and analysed using the same
procedure. The attitudes recorded, consistently showed a
stronger disposition to action on a project level from the
PSO in Project 2.

Table 10.9: Test of 9th Instance Finding
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Under all six headings, this table shows that the link between
outcomes and attitudes in this instance is valid. The diverse locations
of the sites in Project 1 would have made development of partnership
more difficult. However, the evidence shows that no attempt was
made to explore this option. The conclusion that the project-focused
attitudes in Project 2 were the influencing factor in achieving a better
project level outcome is therefore a credible option.

The testing of the findings relating to risk has therefore confirmed
that participant attitudes have an effect on the outcome of a PPP
project. These outcomes were found to be those that are influenced
by the effectiveness of the project organisation structure, the strength
and reliability of the project team, the extent to which good
relationships are fostered between the PSO and the government
authorities and the degree to which a partnering approach is adopted
by the project participants.
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10.4 VALUE
The previous chapter found that there were 20 instances where a
project outcome relating to value was affected by the attitudes of one
or more of the participants. The previous section of this chapter
examined three outcomes relating to risk. This section examines a
further four outcomes, this time related specifically to value, namely:
4. The management of the generation of 3rd party income;
5. The monitoring of the PSO performance and the application of
sanctions for non-performance;
6. The commercial approach of the PSO to the project;
7. The working relationship between the PSO and the public
sector.

The manner in which the outcomes were influenced was observed
through examination of the following critical subfactors (Table 9.25,
Page 297):
•

sufficient profitability to attract investors;

•

long-term cash flow that is attractive to lenders;

•

effective project organisation structure;

•

strong and reliable project team;

•

relationship between the pso and the government authority;

•

partnering skills;

•

operation agreement.

Each of these outcomes, that showed an attitude effect under one or
more of these critical subfactors, will now be systematically tested.
The four value outcomes were also observed through the following
critical subfactors:
•

supportive and understanding community (CSS 29);

•

Leading Role of a Key Enterprise or Entrepreneur (CSS 30, 38);
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•

rich experience in international PPP projects (CSS 35, 43, 51,
57);

•

multidisciplinary participants (CSS 36, 58);

•

concession agreement (CSS 37).

However, no conclusive links were found from the participant
attitudes to these outcomes. Consequently these subfactors will not
be analysed further. A number of further instances did not provide a
link between attitudes and outcomes. These are noted where they
arise.
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10.4.1.
10.4.1.1.

Management of the Generation of 3rd Party Income
Sufficient Profitability to attract investors

No evidence of link
10.4.1.2.

Long-term cash flow that is attractive to lenders

No evidence of link

319

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry
Chapter 10

10.4.1.3.
31)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Effectiveness of the Project Organisation Structure (CSS

Project outcome data gathered from interviews with key
facility users. Different sources provide triangulation of
findings. Attitudes were recorded through participant
interviews, transcribed and subsequently analysed. Consistent
procedure followed, giving construct validity.
Outcomes recorded show a clear difference in the
effectiveness of the project organisations and in their
approach to management of generation of 3rd party income.
The Project 2 project organisation structure is clearly effective
in the area of managing the generation of 3rd party income.
Differences between the projects in public sector affective
element of value attitude match the difference in effectiveness
of the project organisation. Project 2 PSO behavioural element
matches the PSO action in leading the promotion of
opportunities to generate 3rd party income thereby giving
internal validity.
Other possible causes:
• Fragmented location of the projects;
• The fact that that Project 1 was the first such project in
Ireland. Not enough thought given to Project 1
structure at inception.
Both are likely to have contributed to effectiveness of
structure. However, the Project 2 PSO action to take a
leadership role in promoting 3rd party income suggests that
PSO behavioural element is the most credible influencing
factor.
In this case, 3rd party income risk is influenced by the project
organisation structure and the effectiveness of this
organisation was in turn influenced by participant attitudes.
Consequently, the attitude of project participants will be a
factor in determining project outcomes on other projects.
Possible transferability to effect of attitude on project
organisations’ approach to management of generation of 3rd
party income on different project types.
Gathering of Project Outcome data for this finding
• Project 1 –Interview with S Slowey
• Project 2 –Interviews with D Burke and M Delaney
Findings based on factual information on the make up of the
project organisation rather than opinions, thereby maintaining
reliability. Data also drawn from the supplementary questions
on the participant interviews provides triangulation of data.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly moving
back and forth between the projects and (between) the
sectors, thereby ensuring that concentration on a project or a
sector did not occur. All were recorded/transcribed/verified
and analysed using the same procedure, thereby ensuring
consistency.

Table 10.10: Test of 10th Instance Finding
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10.4.1.4.

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Strong and Reliable Project Team (CSS 32)

Project outcome finding resulted from structured review of
interview-generated data. Different interview sources provide
triangulation of findings. Logical approach used to measure
outcomes shows a clear difference in the strength and reliability
of the project teams. Attitudes were recorded through
participant interviews and subsequently analysed. Consistent
approach ensures construct validity.
Differences in public sector affective element of value attitude
matches the approach taken in the formation of the two project
teams. Clearly, the DOES approached the formation of the
project 2 team in a different way and the strong team in Project
2 matches the more focused promotion of opportunities to
generate 3rd party income. Attitudes measured are confirmed
from data gathered from the supplementary questions on in
project participant interviews, thereby giving internal validity.
Other possible causes:
• Fragmented location of the projects in Project 1 made
the formation of a strong project team difficult to
achieve;
• Not enough thought given, at project inception, to the
potential implications of the strength of the project team
in Project 1. This probably arose because this was the
first such project in Ireland.
Both are likely to have contributed to strength and reliability of
the project team. However, the public sector affective attitude
element in Project 2 shows a significantly stronger project focus
and this is judged to be the most credible influencing factor.
In this case, management of the generation of 3rd party income
is influenced by the strength and reliability of the project team,
which was in turn influenced by participant attitudes.
Consequently, the attitude of project participants will be a factor
in determining similar project outcomes on other projects.
Possible transferability to effect of attitude on strength of
project teams in achievement of project focused outcomes on
other project types.
Gathering of Project Outcome data for this finding
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Finding based on factual information on the manner in which the
project team operated. Data also drawn from the
supplementary questions on the participant interviews provides
triangulation of data.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews were
conducted so that the interviewer was constantly moving back
and forth between the projects and (between) the sectors,
thereby ensuring that concentration on a project or a sector did
not occur. All were recorded/transcribed/verified and analysed
using the same procedure, thereby ensuring consistency.

Table 10.11: Test of 11th Instance Finding
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10.4.1.5.
Relationship between the PSO and the Government
Authority (CSS 33)

Construct
Validity

Internal
Validity

Credibility

Project outcome data gathered from structured review of the
Project 1 PA and from interviews with key facility users.
Attitudes recorded through participant interviews and
subsequently analysed. Data taken from supplementary
questions on each section of the attitude interview provides
triangulation. Consistency of data gathering throughout gives
construct validity.
Lower behavioural element score in Project 1 PSO attitude
shows a lower disposition to action at a project level on value
and the lower affective element score shows a tendency to
concentrate strongly on its own value objectives. This
provides a pattern match with inaction of the PSO in
promoting a project level approach. Relationship between PSO
and DOES differs between projects. In Project 2, the two
sectors are actively and jointly exploring options to generate
further 3rd party income. Stronger project focused Project 2
PSO affective and behavioural scores match the outcome
achieved. Data taken from supplementary questions on
project participant interviews confirm the relative strengths of
the relationships thereby providing internal validity.
Other potential issues that could have affected the
relationship are the delays that occurred in procurement and
the level to which the public sector was prepared to undertake
a PPP. In both projects there were delays in the procurement
phase caused by the Department of Finance requiring further
information prior to closing the contract. As this happened in
both projects, it does not account for a difference in outcome.
However, it is possible that such a delay could strain a
working relationship in the future. The public sector was
better prepared to enter a PPP in Project 2 and this may have
had a bearing on the success of the working relationship.
However, being better prepared is related to affective and
cognitive elements of attitude and these elements score
higher in Project 2 public sector attitudes. The deduction that
attitudes influenced the effectiveness of the working
relationship, which in turn influenced the project outcome, is
therefore a credible conclusion.

Table 10.12: Test of 12th Instance Finding
(continued on following page)
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External
Validity

Transferability

Reliability

The relationship between the partners had an effect on the
action taken to develop potential for 3rd party income. The
building of the relationship was influenced by the attitudes
of the participants. This finding is relevant to other projects
as similar attitudes and project circumstances could exist
again.
This research shows that success in generating further 3rd
party income is influenced by the relationships between
public and private sector, the effectiveness of which is in
turn influenced by the participant attitudes. This finding has
implications for other value related areas on further project
types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Review Project Agreement, Interviews
with D Burke and M Delaney
For Project 1 this issue arose in the S Slowey interview.
Data gathered showed that the PSO had largely ignored this
issue, relying on the DOES to take the lead in generating
further 3rd party income. The data from the supplementary
questions in the M Cherry interview (appendix 8) confirms
this approach by the Project 1 PSO. PA for Project 2 places
the responsibility for promotion of 3rd party income with the
PSO working with the DOES. Confirmed in interviews with D
Burke and M Delaney that this has been the outcome.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout
thereby guarding against bias. The attitudes recorded
consistently showed a stronger disposition to action on a
project level from the PSO in Project 2.

Table 10.12: (continued) Test of 12th Instance Finding
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10.4.1.6.
Construct
Validity

Internal
Validity

Credibility

External
Validity

Partnering Skills (CSS 34)
Project outcome data gathered from interviews with S
Slowey, D Burke and M Delaney. Data taken from
supplementary questions on each section of the attitude
interview provides triangulation. Attitude data were
gathered from transcripts of participant interviews.
Consistent interviewing and analysis procedures gives
construct validity.
Lower affective and behavioural element score in Project 1
PSO shows a strong tendency to concentrate on its own
value objectives. This provides a pattern match with a highly
commercial approach from the PSO and inaction of the PSO
in promoting a project level approach. There is no evidence
of partnering skills being used on this project. Data gathered
on outcomes show evidence of use of partnering skills in
Project 2. Here, the two sectors are actively and jointly
exploring options to generate further 3rd party income.
Stronger project focused Project 2 PSO affective and
behavioural scores, combined with stronger project focused
public sector attitude across all elements, match the
outcome achieved. Data from supplementary questions in
project participant interviews provide triangulation and
thereby internal validity.
The questions being asked here are, firstly, are there are
causes for the difference in use of partnering skills on these
projects other than the participant attitudes, and secondly,
how credible is the link between the higher level of use of
partnering skills in Project 2 and the greater value being
achieved through better management of the generation of
3rd party income. In answer to the first question, no causes
that could not be directly linked to attitude were uncovered
by the research and the strong pattern match concludes that
the link has credibility. In answer to the second question,
the use of partnering skills in Project 2 does not allow either
partner to develop a narrow agenda and keeps the project
objectives clearly in focus. This link therefore has credibility.
The use of partnering skills in Project 2 was influenced by
the attitudes of the participants and this in turn influenced
the approach to generating 3rd party income. This finding is
relevant to other projects where the generation of 3rd party
income is critical to the success of the project.

Table 10.13: Test of 13th Instance Finding
(continued on following page)
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Transferability

Reliability

The success in generating further 3rd party income is shown
to be influenced by the relationships between public and
private sector, the effectiveness of which is in turn
influenced by the participant attitudes. This finding has
implications for other value related areas on further project
types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
For project 1 this issue arose in the S Slowey interview.
Data gathered from Project 1 showed that the PSO was
relying on the DOES to take the lead in generating further
3rd party income. The data from the supplementary
questions in the M Cherry interview (appendix 8) confirms
this approach by the Project 1 PSO. Interviews with D Burke
and M Delaney shows the Project 2 PSO and the DOES
working jointly on this issue with the PSO taking a leading
role.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout
thereby guarding against bias. The attitudes recorded
consistently showed a stronger disposition to action on a
project level from the PSO in Project 2.

Table 10.13: (continued) Test of 13th Instance Finding

10.4.1.7.

Operation Agreement

No evidence of link

10.4.2.
10.4.2.1.

Monitoring of the PSO and Application of Sanctions
Sufficient Profitability to attract investors

No evidence of link
10.4.2.2.

Long-term cash flow that is attractive to lenders

No evidence of link
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10.4.2.3.
39)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Effectiveness of the Project Organisation Structure (CSS

Project outcome data gathered from structured review of
documents and through interviews. Different sources provide
triangulation of findings. Attitudes were recorded through
participant interviews, transcribed and subsequently analysed.
Consistent approach throughout maintains construct validity.
Outcomes recorded show a clear difference in the
effectiveness of the project organisations between the
projects, with the Project 2 project organisation adopting a
clear strategy for the monitoring of the PSO and application of
sanctions. A less effective approach is evident in Project 1.
Differences in public sector affective element of value attitude
between the projects match the difference in effectiveness of
the project organisation. This match provides internal validity.
Other possible causes of outcome:
• Fragmented location of the projects;
• The fact that that Project 1 was the first such project in
Ireland. Not enough thought given to Project 1
structure at inception.
Both are likely to have contributed to effectiveness of
structure. However, it is more likely that the public sector’s
higher affective element of value attitude in Project 2 shows
that the public sector became more amenable to a project
focus on value in this project. The subsequent action in
development of an effective structure therefore gives
credibility to the finding.
In this case, the monitoring of the PSO and the application of
sanctions for non-performance is influenced by the project
organisation structure and that the effectiveness of this
organisation was in turn influenced by participant attitudes.
Consequently, the attitude of project participants will be a
factor in determining project outcomes on other projects.
Possible transferability to effect of attitude on project
organisations’ approach to management of generation of 3rd
party income on different project types.
Gathering of Project Outcome data for this finding
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Finding based on factual information on the manner in which
the project team operated. Data also drawn from the
supplementary questions on the participant interviews
provides triangulation of data.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly moving
back and forth between the projects and (between) the
sectors, thereby ensuring that concentration on a project or a
sector did not occur. All were recorded/transcribed/verified
and analysed using the same procedure, thereby ensuring
consistency.

Table 10.14: Test of 14th Instance Finding
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10.4.2.4.
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Strong and Reliable Project Team (CSS 40)
Project outcome finding resulted from structured review of data
generated from the interviews with key facility users. Attitudes
were recorded through participant interviews and subsequently
analysed. Different interview sources provide triangulation of
data. The data gathering consistently followed the established
process throughout, thereby ensuring construct validity.
Differences in public sector of value attitude match the approach
taken in the formation of the two project teams. Clearly, the
DOES approached the formation of the Project 2 team in a
different way. The strong team in Project 2 matches the more
focused application of the terms of the PA in monitoring the PSO
and the application of sanctions for non-performance. The
cognitive element difference matches the fact that Project 1 was
the first such project undertaken by the DOES and due to this,
there was a lack of experience and knowledge of the finer points
of PPP in the DOES team. The difference in affective attitude
follows this in reflecting the fact that PPP would naturally have
been approached with considerable caution in these
circumstances. The behavioural element difference matches the
difference in the processes that exist on the projects for
monitoring and managing performance. Together, these pattern
matches provide internal validity.
Other possible causes:
• Fragmented location of the projects in Project 1 made
consistency of action by the project team difficult to achieve;
Difficult to assess the extent to which this contributed to strength
and reliability of the project team. However, as the public sector
attitude in Project 2 shows a significantly stronger project focus,
this is judged to be the most credible influencing factor.
In this case, management of the performance is influenced by the
strength and reliability of the project team, which was in turn
influenced by participant attitudes. Consequently, the attitude of
project participants will be a factor in determining similar project
outcomes on other projects.
Possible transferability to effect of attitude on strength of project
teams in achievement of project focused outcomes on other
project types.
Gathering of Project Outcome data for this finding
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Findings based on factual information on the manner in which the
project team operated. Data also drawn from the supplementary
questions on the participant interviews provides triangulation of
data.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews were
conducted so that the interviewer was constantly moving back
and forth between the projects and (between) the sectors,
thereby ensuring that concentration on a project or a sector did
not occur. All were recorded/transcribed/verified and analysed
using the same procedure, thereby ensuring consistency.

Table 10.15: Test of 15th Instance Finding
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10.4.2.5.

Relationship between the PSO and the Government

Authority (CSS 41)
Construct
Validity

Internal
Validity

Credibility

External
Validity

Project outcome data gathered from interviews with key
facility users. Attitudes recorded through participant
interviews and subsequently analysed. Data taken from
supplementary questions from the attitude interview support
findings and provide triangulation. Consistency ensures
construct validity.
There is a clear difference in the relationships between the
PSOs and the DOES in the two projects. In Project 2, the PSO
is satisfied to accept the terms of the PA in monitoring its
performance and accepts sanctions applied in accordance with
the PA. In Project 1, the PSO contests every potential sanction
and attempts to offset the sanction amounts off against
income due to the DOES. Costs that are clearly the
responsibility of the PSO are often billed to the DOES and
argued that they are DOES costs. The data gathered showed
that the PSO is constantly pushing the limits of the PA and
that the DOES had to spend considerable extra time in
arguing issues that were covered by the agreement. Lack of
resources in the DOES meant that some issues were not
addressed and the situation is still not resolved. This has led
to an atmosphere of suspicion and mistrust on the project,
exacerbated by the DOES failing to take action to stop this
behaviour. The most significant influence on this situation is
the behaviour of the PSO and this is matched by an almost
exclusive organisation focused attitude exhibited through the
affective and behavioural elements. Differences in public
sector of value attitude across all elements also match the
difference in the relationship and, consequently, the difference
in outcome. The extent of the data presented shows that this
finding has internal validity.
The amount of evidence available presents a credible case
that the relationship between the parties is affected by the
attitudes of the participants and that this relationship has in
turn affected the effectiveness of the monitoring of the PSO
and the application of sanctions.
The relationship between the partners had an effect on the
effectiveness of the monitoring of the PSO performance. The
building of the relationship was influenced by the attitudes of
the participants. This finding is relevant to other projects as
similar attitudes and project circumstances could exist again.

Table 10.16: Test of 16th Instance Finding
(continued on following page)
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Transferability

Reliability

The effectiveness of the monitoring of the PSO performance is
shown to be influenced by the relationships between public
and private sector, the effectiveness of which is in turn
influenced by the participant attitudes. This finding has
implications for monitoring of service provision on further
project types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
For Project 1 this issue arose in the S Slowey interview and
the responses to the supplementary questions attached to the
participant attitude interviews confirms this approach by the
Project 1 PSO. Interviews with D Burke and M Delaney show
that monitoring of Project 2 is being conducted amicably,
accordance with the terms of the PA.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout thereby
guarding against bias. The attitudes recorded, consistently
showed a stronger disposition to action on a project level from
the PSO in Project 2.

Table 10.16: (continued) Test of 16th Instance Finding
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10.4.2.6.

Partnering Skills (CSS 42)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability
Reliability

Project outcome data was gathered from interviews with key
facility users. Data taken from supplementary questions on each
section of the attitude interview provides triangulation. Attitude
data were gathered from transcripts of participant interviews.
Consistent approach ensures construct validity.
Lower affective and behavioural element score in Project 1 PSO
shows a strong tendency to concentrate on its own value
objectives. This provides a pattern match with a highly
commercial approach from the PSO and inaction of the PSO in
promoting a project level approach. On Project 2, the two sectors
are working closely together to the terms of the PA with evidence
of a partnering approach in a number of areas, an example of
which is the joint development of an energy use profile for the
building. Stronger project focused PSO affective and behavioural
scores in Project 2, combined with stronger project focused public
sector attitude across all elements, match the outcome achieved
and display internal validity.
The credibility of the link between attitudes and use of partnering
skills has already been established. From the evidence presented
it is clear that Project 2 is run as a partnership and that
partnering skills are to be found in most of the interaction
between the partners. This is also true in the project monitoring
and the PSO does not question the application of a sanction that
is required under the terms of the PA. The opposite approach is
taken in Project 1 where the DOES must raise and defend each
issue with the PSO. This gives credibility to the finding.
The partnering approach to Project 2 was influenced by the
attitudes of the participants and this in turn influenced the
effectiveness of the monitoring of the operation of the facility.
This finding is relevant to monitoring of operation of other
projects.
This finding has implications for monitoring all types of service
agreements on other project types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Data gathered from Project 1 showed that the PSO was relying on
the DOES to act first and would then react in a way to further the
achievement of its own objectives. Alternatively, the PSO would
attempt to apply a different interpretation to the PA and wait for
the DOES reaction. The data from the supplementary questions in
the D. Gordan interview (appendix 7) confirm this approach by
the Project 1 PSO. Project 2 interviews with D Burke and M
Delaney shows the PSO and the DOES working jointly on this
issue with the PSO taking a leading role.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout thereby
guarding against bias. The attitudes recorded, consistently
showed a stronger disposition to action on a project level from
the PSO in Project 2.

Table 10.17: Test of 17th Instance Finding
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10.4.2.7.

Operation Agreement (CSS 44)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability
Reliability

Project outcome data gathered from review of C&AG report,
Project 2 PA and from interviews with key facility users.
Attitude data were gathered from transcripts of participant
interviews. Data taken from supplementary questions on each
section of the attitude interview provides triangulation.
Consistent data gathering throughout ensures construct
validity.
Lower PSO behavioural element score in Project 1 PSO shows
a strong tendency to concentrate on its own value objectives.
This provides a pattern match with inaction of the PSO in
promoting a project level approach. Lower affective public
sector element score in Project 1, shows more uncertainty
with the PPP process than in Project 2 and corresponds with
an uncertain approach in applying the sanctions for non
performance. On Project 2, the two sectors are working
closely together to the terms of the PA. Stronger project
focused Project 2 PSO behavioural score, combined with
stronger project focused public sector affective element
attitude, matches the outcome achieved. Outcome records
evidence of a disputed interpretation of the PA between the
parties in Project 1, with agreement in Project 2. The strong
pattern matching illustrates achievement of internal validity.
In addition to the pattern matches found, the research
confirmed that the level of resourcing required to monitor
such a geographically diverse project as Project 1, has not
been adequately provided. However, this in turn is a
consequence of a lower affective attitude. The finding is
therefore credible.
The interpretation of the project agreement in Project 1 was
influenced by the attitudes of the participants and this in turn
influenced the effectiveness of the monitoring of the operation
of the facility. This finding is relevant to monitoring of
operation of other projects.
This finding has implications for monitoring all types of service
agreements on other project types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Data gathered from Project 1 showed that, the PSO would
attempt to apply a different interpretation to the PA and wait
for the DOES reaction. The data from the supplementary
questions in the D. Gordon interview (appendix 7) confirm this
approach by the Project 1 PSO. Project 2 interviews with D
Burke and M Delaney show the PSO and the DOES working
jointly on this issue.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout thereby
guarding against bias. The attitudes recorded, consistently
showed a stronger disposition to action on a project level from
the PSO in Project 2.

Table 10.18: Test of 18th Instance Finding
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10.4.3.
10.4.3.1.
Construct
Validity

Internal
Validity

Credibility

The Commercial Approach of the PSO to the Project
Sufficient profitability to attract investors (CSS 45)
Project outcome data gathered from structured review of
documents and through interviews with key facility users.
Media reports on the financial difficulties of the Project 1
PSO were also examined to get an understanding of the
context in which the company was required to respond to
the difficulties. Different sources provided triangulation of
data. Attitudes were recorded through participant
interviews, transcribed and subsequently analysed.
Construct validity is therefore achieved.
Outcomes recorded show a clear difference in the
commercial approach of the PSOs between the projects.
Project 1 PSO adopted a highly commercial approach to the
project, whilst Project 2 PSO’s approach was closer to a
partnering approach. Attitude difference between the
projects matched the outcomes with the Project 1 PSO
having a low project focus on affective and behavioural
value attitude elements. Project 2 PSO scored slightly higher
on the affective element and significantly higher on the
behavioural element, matching the recorded outcome.
Whilst these attitudes existed and are matched with the
outcomes, the Project 1 PSO began to experience financial
difficulties shortly after the operational phase began and this
undoubtedly influenced the attitude of the participants. Such
difficulties would have put pressure on the PSO project team
to display the project as being in a strong financial state and
this would have translated into the development of a highly
commercial approach to the project. The finding therefore
has internal credibility.
Did the commercial atmosphere exist because of the
financial situation or would it have developed in this way if
the financial circumstances had been different? Does this
matter? There is evidence from the participant interviews
that the commercial approach existed at the ITT stage
(interview with P Clarke – appendix 10), but it is in the
operational stage that it became very noticeable. We can
conclude therefore that the PSO would have adopted a
commercial approach regardless of the development of
financial difficulties, but it may not have been as strongly
organisation-focused if the financial circumstances had been
different. In any event, the conclusion is that the outcome
was caused by the attitudes although the probability is that
these attitudes were strongly influenced by the existence of
the financial difficulties. However, the cause does not
matter, as the outcome data shows that the commercial
approach was evident before the financial difficulties
surfaced. The finding is therefore credible.

Table 10.19: Test of 19th Instance Finding
(continued on following page)
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External
Validity

Transferability

Reliability

In this case, the commercial approach of the PSO is influenced
by the PSO’s attitude which was shaped by the PSO’s financial
circumstances. This finding is relevant to other PPPs where
similar circumstances could arise.
This finding raises the issue of the reasons that people have
for holding certain attitudes. Further research, categorising
various attitudes and identifying potential causes could result
in earlier anticipation of outcomes arising from specific
participant attitudes.
Gathering of Project Outcome data
• Project 1 – C&AG Report, Interview with S Slowey
• Project 2 – PA, Interviews with D Burke and M Delaney
Documents examined to establish the relevant approaches
taken to deal with PSO financial difficulty. Project outcome
difference in terms of commercial approach established from
interview data. Data also drawn from the supplementary
questions on the participant interviews provides triangulation
of data. Media reports used to establish factual information
such as the nature and timing of emergence of Project 1 PSO
financial difficulties.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly moving
back and forth between the projects and (between) the
sectors, thereby ensuring that concentration on a project or a
sector did not occur. All were recorded/transcribed/verified
and analysed using the same procedure, thereby ensuring
consistency.

Table 10.19: (continued) Test of 19th Instance Finding
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10.4.3.2.

Long-term cash flow that is attractive to lenders (CSS

46)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome data gathered from structured review of
documents and through interviews. Different sources provide
triangulation of findings. Attitudes were recorded through
participant interviews, transcribed and subsequently analysed.
The consistent approach gives the findings construct validity.
Outcomes recorded show a clear difference in the commercial
approach of the PSOs between the projects. Both PSOs stated
that success of these projects would have a bearing on the
future of PPP in Ireland and, consequently, their long-term
income from PPP. Financial difficulties experienced by Project
1 PSO has influenced the development of a highly commercial
approach that is now attempting to present the project as
being cash rich. Whilst both projects are maintaining a
positive cash flow, the Project 1 PSO appears to be trying to
bring in more cash than the PA allows. The difference in
outcomes is matched by the difference in attitude of the
participants in the projects. The strength of the pattern match
of attitudes to outcome gives this finding internal validity.
The references (S Slowey interview- Appendix 4) to the
Project 1 PSO behaviour in attempting to offset costs against
charges due to the DOES shows that the findings have
credibility.
In this case, the commercial approach of the PSO is influenced
by the PSO’s attitude which was shaped by the PSO’s financial
circumstances. This finding is relevant to other PPPs, where
similar circumstances could arise.
This finding is transferable to a situation where objectives are
set at project inception but a change in circumstances of one
of the parties results in a change in attitude. This will further
result in a change in project outcome.
Gathering of Project Outcome data for this finding
• Project 1 – C&AG Report, Interview with S Slowey
• Project 2 – PA, Interviews with D Burke and M Delaney
Documents examined to establish the relevant approaches
taken to deal with PSO financial difficulty. Project outcome
difference in terms of commercial approach established from
interview data. Data also drawn from the supplementary
questions on the participant interviews provides triangulation
of data.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly moving
back and forth between the projects and (between) the
sectors, thereby ensuring that concentration on a project or a
sector did not occur. All were recorded/transcribed/verified
and analysed using the same procedure, thereby ensuring
consistency.

Table 10.20: Test of 20th Instance Finding
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10.4.3.3.

Effectiveness of the Project Organisation Structure (CSS

47)
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability
Reliability

Project outcome data gathered from structured review of
documents and through interviews with key facility users.
Different sources provide triangulation of data. Attitudes were
recorded through participant interviews, transcribed and
subsequently analysed. The approach is consistent throughout,
giving construct validity.
Outcomes recorded show a clear difference in the effectiveness of
the project organisations between the projects. The fragmented
geographical nature of the Project 1 structure has resulted in a
lack of consistency in the public sector approach to the project
and allows the PSO ample opportunity to challenge the limits of
the PA. This does not arise in Project 2 where the two sectors are
together on one site. Differences in public sector affective
element of value attitude between the projects, therefore,
matches the difference in effectiveness of the project
organisation, which in turn allows differences in PSO approach to
exist. This match provides internal validity.
Other possible causes of outcome:
• Fragmented location of the projects;
• The fact that that Project 1 was the first such project in
Ireland. Not enough thought given to Project 1 structure
at inception.
Both are likely to have contributed to effectiveness of structure.
However, it is likely that the public sector’s higher affective
element of value attitude in Project 2 is also an influencing factor.
In this case, the commercial approach of the PSO is influenced by
the project organisation structure and that the effectiveness of
this organisation was in turn influenced by participant attitudes.
Consequently, the attitude of project participants will be a factor
in determining project outcomes on other projects. However, the
fragmented location of the site in Project 1 and the relative
inexperience in PPP are also important. Accordingly, it may not be
valid to assume that a similar affective public sector element of
attitude would result in a similar outcome on another project.
Possible transferability to effect of attitude on formation of
project organisations structure on different project types.
Gathering of Project Outcome data for this finding
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Findings based on factual information on the manner in which the
project team operated. Data drawn from the supplementary
questions on the participant interviews provides triangulation.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews were
conducted so that the interviewer was constantly moving back
and forth between the projects and (between) the sectors,
thereby ensuring that concentration on a project or a sector did
not occur. All were recorded/transcribed/verified and analysed
using the same procedure, thereby ensuring consistency.

Table 10.21: Test of 21st Instance Finding
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Under the credibility heading, it was found that there are other
plausible reasons for this instance of the finding. However, it is
credible that attitude did also have an influence on the outcome.
Under the external validity heading, this instance of the finding was
shown to be weak. This table shows that the link between outcomes
and attitudes in this instance is valid when tested under the remaining
headings.
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10.4.3.4.

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Strong and Reliable Project Team (CSS 48)

Project outcome finding resulted from structured review of
interview-generated data. Logical approach used to measure
outcomes shows a clear difference in the strength and
reliability of the project teams. Attitudes were recorded
through participant interviews and were subsequently
analysed. Different interview sources provide triangulation of
data and construct validity.
Differences in public sector of value attitude match the
approach taken in the formation of the two project teams.
Clearly, the DOES approached the formation of the Project 2
team in a different way. The strong public sector attitudes in
Project 2 match the more project-focused approach of the
PSO. The difference in affective attitude reflects a greater
ease with the PPP process as the DOES had learned
considerably from Project 1 (confirmed in D Gordon
interviews – Appendices 7 & 11). The behavioural element
difference matches the difference in the dealings between
the DOES and the PSO on the two projects. The strength of
the pattern matches gives internal validity.
No other obvious potential causes. The public sector attitude
in Project 2 shows a significantly stronger project focus. This
is judged to most credible influencing factor.
In this case, the commercial approach of the PSO is
influenced by the strength and reliability of the project team,
which was in turn influenced by participant attitudes.
Consequently, the attitude of project participants will be a
factor in determining similar project outcomes on other
projects.
Possible transferability to effect of attitude on strength of
project teams in achievement of project focused outcomes
on other project types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Finding based on factual information on the manner in which
the project team operated. Data also drawn from the
supplementary questions on the participant interviews
provides triangulation of data.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly
moving back and forth between the projects and (between)
the sectors, thereby ensuring that concentration on a project
or a sector did not occur. All were
recorded/transcribed/verified and analysed using the same
procedure, thereby ensuring consistency.

Table 10.22: Test of 22nd Instance Finding
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10.4.3.5.

Relationship between the PSO and the Government

Authority (CSS 49)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome data gathered through interviews. Data
taken from supplementary questions of the attitude
interview support findings and provide triangulation.
Attitudes recorded through participant interviews and
subsequently analysed. Consistent approach in data
gathering and analysis gives construct validity.
The contrast between the commercial approaches the two
PSOs was immediately obvious from the key user
interviews. In Project 1, the approach was accompanied with
a strained relationship between the partners. In Project 2,
the partners worked closely to develop solutions to problems
and would jointly monitor the implementation of the PA.
Constant review and refocusing of action was the norm. The
most significant influence on this situation is the behaviour
of the PSO and this is matched by an almost exclusive
organisation focused attitude exhibited through the
behavioural attitude element. Differences in public sector of
affective element of value attitude also match the difference
in the relationship and, consequently, the difference in
outcome. These pattern matches give internal validity.
No other potential causes are obvious. Constant reference to
the strength of the working relationship during the Project 2
attitude interviews adds further credibility to the finding.
The relationship between the partners influenced the extent
to which the PSO was allowed to take a strongly commercial
approach to the project. The development of the relationship
was influenced by the attitudes of the participants. This
finding is relevant to other projects as similar attitudes and
project circumstances could exist again.
The extent to which the relationship between the partners
influences the actions of the partners is an area that would
benefit from further research.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Clear evidence of the difference emerged in the above
interview and the responses to the supplementary questions
attached to the participant attitude interviews
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout
thereby guarding against bias. The attitudes recorded
consistently showed a stronger disposition to action on a
project level from the PSO in Project 2.

Table 10.23: Test of 23rd Instance Finding
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10.4.3.6.

Partnering Skills (CSS 50)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Project outcome data gathered from interviews with key
facility users. Data taken from supplementary questions on
each section of the attitude interview provides triangulation.
Attitude data were gathered from transcripts of participant
interviews. Data gathering and analysis remained consistent
throughout, giving construct validity.
Lower affective and behavioural element score in Project 1
PSO shows a strong tendency to concentrate on its own
value objectives. This provides a pattern match with the
highly commercial approach from the PSO and its inaction in
promoting a project level approach. On Project 2, the two
sectors are working closely together to resolve issues that
might arise with evidence of use of partnering skills in a
number of areas. Stronger project focused Project 2 PSO
affective and behavioural scores, combined with stronger
project focused public sector attitude across all elements,
match the outcome achieved and provide internal validity of
the finding.
The credibility of the link between attitudes and use of
partnering skills has already been established. From the
evidence presented it is clear that Project 2 is run as a
partnership and that partnering skills are to be found in
most of the interaction between the partners. The use of
partnering skills therefore defined the nature of the working
relationship in Project 2. On Project 1, there is an absence
of partnering skills that provides a pattern match with the
very strong commercially focused approach of the PSO. The
strength of the pattern matches gives credibility to the
finding.
The absence of joint action on all issues in Project 1was
influenced by the attitudes of the participants and this in
turn had an effect on the development of a strongly
organisation-focused approach by the PSO. This finding is
relevant to other projects as similar attitudes and project
circumstances could exist again.
The extent to which the existence of strong partnering might
influence the actions of the partners is an area that would
benefit from further research.

Table 10.24: Test of 24th Instance Finding
(continued on following page)
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Reliability

Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Data gathered from Project 1 showed that the PSO was
relying on the DOES to act and to then react in a way that
would further the achievement of its own objectives.
Alternatively, the PSO would attempt to apply a different
interpretation to the PA and wait for the DOES reaction. The
data from the supplementary questions in the D. Gordan
interview (appendix 7) confirms this approach by the Project
1 PSO. It can therefore be reliably concluded that partnering
skills were not in evidence in Project 1. Project 2 interviews
with D Burke and M Delaney shows the PSO and the DOES
working jointly on all issues and both sides taking
cognisance of the concerns of the other party. This shows
that partnering skills were evident in Project 2.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout
thereby guarding against bias. The attitudes recorded
consistently showed a stronger disposition to action on a
project level from the PSO in Project 2.

Table 10.24: (continued) Test of 24th Instance Finding
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10.4.3.7.

Operation Agreement (CSS 52)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability
Reliability

Project outcome data gathered review of the C&AG report, the
Project 2 PA and interviews with the key facility users. Data
taken from supplementary questions on each section of the
attitude interview provides triangulation. Attitude data were
gathered from transcripts of participant interviews. Consistent
methods of data gathering and analysis give construct
validity.
Outcome data show evidence of a strongly commercially
focused PSO approach to Project 1 and a much more open,
cooperative focus from the Project 2 PSO. The Project 2 PSO
regularly takes action that will bring a gain to the public sector
without significant gain to itself. The Project 1 PSO will only
take action when the result is a gain for itself. The lower PSO
behavioural element score in Project 1 PSO shows a strong
tendency to concentrate on its own value objectives. This
shows a pattern match with the inaction of the PSO in
promoting a project level approach. On Project 2, the two
sectors are working closely together to the terms of the PA.
The stronger project focused Project 2 PSO behavioural score
matches the outcome achieved. The difference in attitudes
between the public sector participants ensured that the PA in
Project 2 was clear and concise. The PSO behavioural attitude
in Project 1 is organisation-focused, resulting in outcomes
more favourable to the PSO on this project. The strong
pattern matches give internal validity.
The lack of experience of the DOES in PPP prior to Project 1
and the robustness of the Project 2 PA give credibility to this
finding. This finding also supports previous research findings
that the performance is affected by the robustness of the
contract.
The robustness of the PA allowed a commercial approach
undesirable to the DOES to develop in Project 1. This situation
was exacerbated by the behavioural attitude element of the
PSO. Such circumstances could arise again making this finding
relevant to further projects.
This finding is transferable to other project types.
Gathering of Project Outcome data
• Project 1 – C&AG report, Interview with S Slowey
• Project 2 – PA, Interviews with D Burke and M Delaney
Data gathered from Project 1 showed that, the PSO would
attempt to apply a different interpretation to the PA and wait
for the DOES reaction. The data from the supplementary
questions in the D. Gordon interview (appendix 7) confirms
this approach by the Project 1 PSO. Project 2 interviews with
D Burke and M Delaney show the PSO and the DOES working
jointly on this issue.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout thereby
guarding against bias. The attitudes recorded, consistently
showed a stronger disposition to action on a project level from
the PSO in Project 2.

Table 10.25: Test of 25th Instance Finding
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10.4.4.

The Working Relationship between the PSO and the Public

Sector
10.4.4.1.

Sufficient Profitability to attract investors

No evidence of link
10.4.4.2.

Long-term cash flow that is attractive to lenders

No evidence of link
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10.4.4.3.
53)
Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Effectiveness of the Project Organisation Structure (CSS
Project outcome data gathered from interviews. Data taken
from supplementary questions on each section of the attitude
interview provides triangulation. Attitudes were recorded
through participant interviews, transcribed and subsequently
analysed. The consistent methods of data gathering and
analysis provide construct validity.
Outcomes recorded show a clear difference in the effectiveness
of the project organisations, allowing a different working
relationship to develop on the two projects. Differences in
public sector affective element of value attitude, between the
projects, match the difference in effectiveness of the project
organisation. In addition, the two PSOs adopted different
strategies. On Project 1, the PSO opted for a strategy that
concentrated on boosting the return from the project. On
Project 2, the PSO opted to work closely with the public sector
on addressing issues from a project level approach. These
differences in strategy are mirrored in the difference in the
behavioural elements of the respective PSO value attitude
giving internal validity.
The fragmented location of Project 1 did not lend itself to
building a working relationship such as that developed in
Project 2. Nonetheless, there appears to have been no attempt
to explore the development of a closer relationship in Project 1.
Given that the DOES affective element would naturally be lower
on its first PPP (due to uncertainty with the process), the
finding reached has credibility. This is reinforced by the
differences in behavioural element of the PSOs’ attitudes.
The finding showed that the working relationship of the
partners was affected by the way in which the attitudes
influenced the effectiveness of the project organisation
structure. Consequently, the attitude of project participants will
be a factor in determining project outcomes on other projects.
The finding that effectiveness of the project organisation
affects the working relationship is relevant to other project
types.
Gathering of Project Outcome data for this finding
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Information used was consistent for both projects. Findings
based on factual information on the manner in which the
project team operated.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly moving
back and forth between the projects and (between) the
sectors, thereby ensuring that concentration on a project or a
sector did not occur. All were recorded/transcribed/verified and
analysed using the same procedure, thereby ensuring
consistency.

Table 10.26: Test of 26th Instance Finding
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10.4.4.4.
Construct
Validity

Internal
Validity

Credibility

External
Validity

Strong and Reliable Project Team (CSS 54)
Project outcome findings resulted from structured review of
interview-generated data. Different interview sources
provide triangulation of data. Logical, consistent approach
used to measure outcomes shows a clear difference in the
strength and reliability of the project teams. Attitudes were
recorded through participant interviews and subsequently
analysed. Construct validity is provided through the
consistency of the approach to data gathering and analysis.
The Project 1 team was formed as a combination of DOES
experts and the school principals. Decisions took into
account the views of the principals but were driven by the
DOES. The Project 2 team was a three-man unit with
extensive executive decision-making powers. Differences in
public sector value attitude provide a pattern match with the
approach taken in the formation of the two project teams.
The cognitive element difference matches the fact that
Project 1 was the first such project undertaken by the DOES
and due to this, there was a lack of experience and
knowledge of the finer points of PPP in the DOES team.
Having learned from its experience in Project 1, the DOES
adopted a different approach in Project 2. The difference in
affective attitude follows this in reflecting the fact that PPP
would naturally have been approached in Project 1 with
considerable caution in these circumstances. The same level
of caution was not present in Project 2 as the process was
no longer unknown and the public sector felt more
comfortable exploring the possibility of developing a strong
working relationship. Consequently, the behavioural element
difference matches the difference in the working
relationships.
All of this allowed the Project 2 PSO to act on its behavioural
element attitude and respond positively to the opportunity
to develop a strong working relationship.
The strength of the numerous pattern matches provide
internal validity.
The data show that there were logical reasons for the
differing strength and reliability of the project teams and
that they affected the development of the working
relationships on the projects. The analysis shows that
attitudes were a factor in the different approaches to
building the teams. The findings therefore have credibility.
In this case, the development of the working relationship is
found to have been influenced by the strength and reliability
of the project team, which was in turn influenced by
participant attitudes. Consequently, the attitude of project
participants will be a factor in determining similar project
outcomes on other projects.

Table 10.27: Test of 27th Instance Finding
(continued on following page)
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Transferability
Reliability

Possible transferability to effect of attitude on teambuilding
and on building working relationships.
Gathering of Project Outcome data for this finding
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Finding based on factual information on the manner in which
the project team operated. Data also drawn from the
supplementary questions on the participant interviews
provides triangulation.
Gathering of Participant Attitude Data
Followed the same procedure for both projects. Interviews
were conducted so that the interviewer was constantly
moving back and forth between the projects and (between)
the sectors, thereby ensuring that concentration on a project
or a sector did not occur. All were
recorded/transcribed/verified and analysed using the same
procedure, thereby ensuring consistency.

Table 10.27: (continued) Test of 27th Instance Finding
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10.4.4.5.

Relationship between the PSO and the Government

Authority (CSS 55)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability

Reliability

Project outcome data gathered through interviews.
Relationship between PSO and DOES differs between
projects. Attitudes recorded through participant interviews
and subsequently analysed. Triangulating data taken from
supplementary questions of the attitude interview support
findings and provide construct validity.
The attitudes mirror the outcomes, with the PSO in Project 2
clearly working on the development of the relationship. The
affective element of the public sector attitude and the
behavioural element of the PSO attitude provide a strong
pattern match with the outcome and give internal validity to
the finding.
The data show a different approach between the two
projects with a clearly more productive working relationship
in Project 2. The difference in attitudes and the constant
references to this in the interview data gives credibility to
the finding.
The building of the relationship was influenced by the
attitudes of the participants. This finding is relevant to other
projects as similar attitudes and project circumstances could
exist again.
The effectiveness of the working relationship between public
and private sector was influenced by the participant
attitudes. This finding has implications for team building for
both the public and private sectors on further project types.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Data gathered in a consistent manner for each project show
a clear difference in outcome.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout
thereby guarding against bias. The attitudes recorded,
consistently showed a stronger disposition to action on a
project level from the PSO in Project 2 and a stronger public
sector affective element of attitude in Project 2.

Table 10.28: Test of 28th Instance Finding
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10.4.4.6.

Partnering Skills (CSS 56)

Construct
Validity

Internal
Validity

Credibility

External
Validity

Transferability
Reliability

Project outcome data gathered from interviews with key
facility users. Data taken from supplementary questions on
each section of the attitude interview provides triangulation.
Attitude data were gathered from transcripts of participant
interviews. Consistent approach taken in data gathering and
analysis provides construct validity.
The initial discussions that defined Project 2 took place
between the DOES, CIT and the INS before the PPP process
began. The DOES team therefore was a partnership itself
from an early stage and this position was developed as the
procurement stage proceeded. The strong project level
attitudes in Project 2 reflect this. On Project 1, there were a
variety of (affective elements) attitudes to PPP from the
start with some participants focused on their objectives
alone. Partnering skills did not exist within the DOES team
at the outset and, as a result, never developed into the
relationship with the PSO. This was amplified by the Project
2 PSO taking a project wide view to the project and
responding to the public sector’s partnering type approach
to the project. Differences in the public sector affective
element of attitude and the PSO behavioural element of
attitude would appear to have influenced this subfactor.
Outcome records evidence of a partnering approach in
Project 2 with evidence of an adversarial approach in Project
2. The clear pattern matches provide internal validity to this
finding.
The working relationship is radically different between the
two projects and the openness of dealings in Project 2 is in
stark contrast to the adversarial nature of the relationship in
Project 1. Instances where the PSO has initiated action to
reduce public sector costs add to the credibility of this
finding.
The partnering approach to Project 2 was influenced by the
attitudes of the participants and this in turn influenced the
effectiveness of the working relationship between the
parties. It would be expected that similar attitudes would
result in actions that would bring similar results on other
projects.
This has implications for the development of good working
relationships on other projects.
Gathering of Project Outcome data
• Project 1 – Interview with S Slowey
• Project 2 – Interviews with D Burke and M Delaney
Project outcome data gathered and analysed using same
procedure for both projects ensuring reliability.
Gathering of Participant Attitude Data
Data gathering procedure was consistent throughout
thereby guarding against bias.

Table 10.29: Test of 29th Instance Finding
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10.4.4.7.

Operation Agreement

No evidence of link

10.5 OUTCOME OF TESTING
This chapter took the 29 instances of project outcome that were found
to be affected by participant attitude and tested the findings for
construct validity, internal validity, credibility, external validity,
transferability and reliability. All of the 29 passed these tests and
although some were found to be partially caused by other factors that
originated from the nature of the project, in general these other
factors were also heavily influenced by attitudes. The conclusion of
these tests allows the following statements to be accepted as valid:
•

a link was found to exist between the attitudes of the project
participants in a PPP and the outcomes of the project;

•

outcomes relating to both risk and value were found to be
affected;

•

the nature of the data gathered on attitudes did not facilitate
further investigation of effect on attitudes on innovation
outcomes;

•

risk transfer outcomes were found to be affected more by
private sector attitudes than by public sector attitudes;

•

the strongest link relating to risk was found to be between the
outcomes and the behavioural element of the private sector
attitude;

•

participant attitudes appeared to have a greater effect on value
outcomes than on risk outcomes;

•

the behavioural element was almost exclusively the strongest
element of the private sector participants’ attitudes that was
linked to an outcome;
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•

the affective element, followed by a combination of the
behavioural and cognitive elements of public sector attitudes
was found to have a significant effect on value outcomes.

10.6 REFINING THE MODEL
This research set out to develop and refine a model that could be
used to guide practitioners in the search for greater effectiveness in
the use of PPP. Whilst Hebson, et al. (2003) suggested that the
outcome of the project was only as good as the contract that existed
between the parties, this did not explain why projects with similar
contracts in place experienced different outcomes. A conceptual
model that would recognise the other influencing factors was
proposed (Figure 6.3, page 142). This section refines the model,
taking into account the findings of this research.
The original model suggested that outcomes of a PPP were influenced
by a variety of inputs, including the contract between the parties, and
it set out to demonstrate that the attitudes of the project participants
were one such input. The means by which this was demonstrated was
to show the effect of the attitude on a number of Critical Success
Subfactors and then show how these in turn defined the outcomes of
the project through the PPP process. In the testing of the research
findings, conducted in the previous chapter, the composition of the
project as either a single facility or as a bundle of geographically
diverse facilities emerged as another input factor that could affect the
project outcome. This suggests that the nature of the project must
also be considered as one of potentially many inputs input.
On this basis, given the diversity of PPP projects, it is increasingly
obvious that a model that begins with inputs must be of a very
general nature if it is to be applicable to all PPPs. However, the more
general in nature the model is, the less use it will be in identifying
specific issues that will need to be addressed on individual projects.
In the actual field research that was conducted, the approach taken
was to begin with the outcomes that had been achieved and then
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examine the process to establish the feasibility that the attitudes
displayed were the dominant cause of the outcome. In this analysis, it
became evident that an outcome will be the result of a variety of
inputs, some of which will be more dominant than others. To use a
model therefore that establishes a number of set inputs at the
beginning and then manipulates a process to produce an outcome will
require constant amendment of the process. This is precisely the
course of action that is used at present. Ultimately, it leads to an
over-regulation

of

the

process

until

it

becomes

excessively

cumbersome. The conceptual model could be therefore be defined as
an efficiency model, where the process is constantly refined with a
view towards achieving perfection through a more efficient process.
As the outcomes of the project are the criteria by which its success
will be judged, it therefore is logical to refine the model so that it
concentrates on outcomes rather than inputs. This different approach
would require the adoption of an effectiveness model as illustrated
Figure 10.1.

The PPP Process
Market
Conditions

Output 1

Critical
Success
Factors
Necessary
to Achieve
Outputs

Risk

Value

Contracts
Participant
Attitudes

Proceed
when
change has
been
achieved

PPP
Guidelines

Innovation

Output

Consider
alternative
procurement
route

n

Other Inputs

Proceed

Feedback (for future projects)

Figure 10.1: PPP Effectiveness Model
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With such a model, the outcomes required are first defined. These
outcomes will relate to risk, value, innovation and other factors that
may be defined by the Sponsoring Authority. Then, the critical
success factors relevant to the specific project are considered. The
PPP process that will deliver the required outcomes is then developed
and the inputs that are required by this process are established.
To use the model, the Sponsoring Authority must first clearly define
what it requires from the project in terms of these and other relevant
factors. For example, it may require the project to produce 3rd party
income that will cover 30% of the cost that the state would have
normally paid to the PSO for provision of the facility. In examining
this requirement, the ability of the facility to provide will be examined
in terms of the relevant critical success factors such as:

•

the ability of the local market to generate the required of 3rd
party income;

•

the location of the facilities close to an appropriate market;

•

the economic climate in which the facility is being provided;

•

the level of profitability in the project that is necessary to
attract investors;

•

the project organisation structure;

•

the attitudes that will be required of the public and private
sector project participants

•

the experience and skills that will be required of the PSO;

•

the risks for all parties in the project;

•

the requirements of the concession, operation and supply
agreements;
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•

any other factors considered relevant.

By examining each of these issues, whilst staying within the accepted
PPP process throughout, the inputs required to address each issue
can be identified. On identifying the necessary inputs, some of these
are listed in the model, one of three options will emerge. The first
option (green) will arise if the conditions as they currently exist are
appropriate and if the inputs necessary to achieve the required
outputs are available. In these circumstances, the Sponsoring
Authority will be in a position to proceed with the project and may
develop a project plan. The second option (amber) will arise if the
necessary inputs may not be available or if the current process may
not be appropriate to allow the required outputs to be achieved. In
such circumstances, the Sponsoring Authority may choose to
promote the appropriate changes in the process to allow it to achieve
its desired outcomes. Alternatively, it must reassess/redefine its
required outcomes. The third option (red) would arise if it became
obvious that it would not be possible to achieve the required outputs
using PPP. In those circumstances, the Sponsoring Authority must
consider a different procurement method that would be more
appropriate to the achievement of the required outcomes. On
completion of the application of the model, the lessons learned
should be recorded and made available for those considering future
projects.
The other stakeholders in the process can also use the model, again
beginning with the outcomes requires from the project and working
through the model to define the suitability of the project as a means
for contributing to the achievement of organisational objectives. The
conclusion of the process will again bring one of three options.
Proceed, reorganise and proceed or do not proceed.
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10.7 SUMMARY
This chapter tested the construct validity, the internal validity, the
credibility, the external validity, the transferability and the reliability
of the research findings. The results showed that the following
statements could be accepted as valid:
•

a link exists between the attitudes of the project participants in
a PPP and the outcomes of the project;

•

outcomes relating to both risk and value were found to be
affected;

•

the nature of the data gathered on attitudes did not facilitate
further investigation of effect on attitudes on innovation
outcomes;

•

risk transfer outcomes were found to be affected more by
private sector attitudes than by public sector attitudes;

•

the strongest link relating to risk was found to be between the
outcomes and the behavioural element of the private sector
attitude;

•

participant attitudes appeared to have a greater effect on value
outcomes than on risk outcomes;

•

the behavioural element was almost exclusively the strongest
element of the private sector participants’ attitudes that was
linked to an outcome;

•

the affective element, followed by a combination of the
behavioural and cognitive elements of public sector attitudes
was found to have a significant effect on value outcomes.

The research also showed that a combination of inputs could together
produce specific effects on the PPP process and that whilst these may
have been influenced by attitudes, they might be exacerbated by the
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specific nature of the project resulting in a specific outcome. This lead
to the refinement of the PPP Effectiveness Model .
The following final chapter will draw conclusions from this research,
make a number of recommendations and outline a research agenda
that would expand and develop the outcomes of this research.
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CHAPTER 11: CONCLUSIONS AND RECOMMENDATIONS FOR FURTHER
RESEARCH
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11.1 INTRODUCTION
In 1999, the Irish Government announced a pilot programme of Public
Private Partnership projects. The primary aims of the pilot programme
were to examine the value for money and risk issues around using
PPP, whilst refining the procedures for use of PPP in the Irish context.
The PPP model used in this pilot programme closely followed the UK
PFI model. By 2004, when this research began, a small number of
these projects had reached the operational stage and already there
were

reports

in

the

media

of

significant

differences

in

the

effectiveness and efficiency of these projects. This research set out to
develop a model that could be used to increase the effectiveness of
the use of PPP in Ireland. A conceptual model was proposed that
suggested that the inputs to the PPP process would determine the
outputs from the project. Previous research had identified the contract
between the parties as being the most defining input, but the
differences in outcomes from projects that used a similar contract
suggested

that

there

were

other

factors

that

could

influence

differences in project output.
From previous work undertaken in the field of change management,
the potential effect of participant attitudes, it was decided to examine
the effect of participant attitudes on PPP project outcomes. If a link
were found, then those planning and managing PPPs would, in future,
have to be cognisant of the potential effects of the participant
attitudes and to plan accordingly.

11.2 THE RESEARCH OBJECTIVES
The Research objectives for this work were established as follows:
1. develop an understanding of the differences between the roles
of the participants in traditional projects and PPP projects;
2. carry out a critical appraisal of the use to date of PPP/PFI in the
provision of educational facilities in Ireland and the UK;
3. establish the challenges facing the key participants within the
Contracting Authority and the PSO in a schools PPP/PFI;
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4. establish a means by which these challenges can be addressed;
5. develop a research strategy to test the model;
6. propose a conceptual model to be used as a basis for further
investigation of a means of improving effectiveness of PPP;
7. carry out field research which will test the model;
8.

refine the model into an analytical tool that will be used to
increase the effectiveness of PPP.

To address Objective 1, a literature review was conducted using the
online facilities of the University of Salford and of the Dublin Institute
of Technology. As planned, two refereed academic papers were
prepared and presented at the W92 conference in Las Vegas 2005,
where

a

number

of

contacts

were

made

with

construction

procurement academics from around the world. These people were
later contacted and asked to clarify and/or verify claims made in the
literature. Some of these contacts provided further leads for academic
papers that were subsequently reviewed. In addition to this, a list of
contacts of professionals working in

PPP was developed. The

preparation of the paper for the W92 conference had required the
conducting of preliminary research with a number of public sector and
private

sector

PPP

professionals

and

these

provided

further

information on the existence of documents that was to prove
invaluable at a later date. The outcome that was required by
Objective 1 was to develop an strong understanding of the differences
between

the

roles

of

the

participants

in

traditional

and

PPP

procurement. This outcome was achieved.
In addressing Objective 2, the existing documentation on PPPs that
have

provided

educational

facilities

was

reviewed.

Such

documentation regarding the Irish experience was found to be limited
but was supplemented by reports from the PFI experiences of the UK.
From this review, the lessons learned to date were identified, thereby
achieving objective 2.
Through a detailed examination of the application of these lessons to
the Irish PPP process, the challenges facing the public and private
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sectors were identified. In turn, these challenges were analysed and it
was found that they manifested themselves through one of four
factors, namely: risk, value, innovation and the disposition towards
partnership. Identifying these challenges resulted in the achievement
of objective 3.
In

addressing

objective

4,

outcomes

required

to

achieve

the

challenges identified were would established. Further investigation
suggested that all three of risk, value and innovation appeared to be
influenced by partnership. In exploring the issue of partnership, the
differences between the public and private sectors kept emerging as a
potential influence on the development of the partnership. This led to
the investigation of the differences in organisational culture and the
differences in attitudes between the people who worked in the two
sectors. From here, the question of cause and effect began to arise
where

attitude

could

be

a

primary

influence

(cause) on

the

development of the partnership and the outcomes relating to risk,
value and innovation were the effect.
By now, the level of understanding gained allowed the development of
a conceptual model to proceed. Having identified that the PPP route
had inputs, a process and a range of outcomes, the conceptual model
was developed. This resulted in the achievement of objective 5.
During this time, two further academic papers summarising the
research findings to date were prepared and presented to the BEAR
2006 Conference in Hong Kong in April 2006. At that conference, the
researcher continued to build a circle of contacts in the PPP/PFI
Worldwide Community.
Once the framework of the model was established, Objective 6 was
addressed through the development of the research strategy. Through
establishing a clear research philosophy and developing a research
framework, the research process was developed, establishing the
types of data required and the means by which these data will be
gathered, processed, analysed and tested. The actual research
questions to be addressed were formulated and the research tools
were tested. Once they were reviewed and refined, the data gathering
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could begin. During this time, two local seminars, which brought
together PPP practitioners from the public and private sectors in
Ireland,

were

attended.

These

seminars

presented

a

further

opportunity to meet and converse with an increasing circle of local
contacts.
Objective 7 concerned the actual field research, involving the data
gathering, data processing, data analysis, establishment of findings
and the testing of these findings to establish validity, reliability,
credibility and transferability. The data gathering took place during
the

summer

of

2006

and

the

processing

began

immediately

thereafter. This resulted in the achievement of objective 7.
The analysis and testing process continued up until late February
2007 by which time the model had been verified and refined, thereby
achieving objective 8.

11.3 CONCLUSIONS
11.3.1 The Link between Participant Attitudes and Project
Outcomes
By examining two PPP schools projects in terms of Risk, Value and
Innovation, three propositions were put forward:
•

that there were differences in project outcomes;

•

that there were differences in the attitudes of the project
participants;

•

that the attitudes influenced the outcomes.

An outcome that was judged to have achieved whole project aims was
judged to be of a high value, whereas an outcome that achieved the
outcomes of only one of the partners was given a low value. Similarly,
an attitude that had a project focus was taken to have a high value,
whilst a low value was assigned to an attitude that focused on one’s
own organisation.
Using a combination of research methods, the data were gathered
and analysed. The first two propositions were proven for Risk and
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Value but not for Innovation. To address the third proposition, a
pattern matching exercise was first undertaken and a number of
findings were reached. These were further tested to establish their
validity, their credibility and their reliability. The results showed that
the following statements could be accepted as valid:
•

a link was found to exist between the attitudes of the project
participants in a PPP and the outcomes of the project;

•

outcomes relating to both risk and value were found to be
affected;

•

the nature of the data gathered on attitudes did not facilitate
further investigation of effect on attitudes on innovation
outcomes;

•

risk transfer outcomes were found to be affected more by
private sector attitudes than by public sector attitudes;

•

the strongest link relating to risk was found to be between the
outcomes and the behavioural element of the private sector
attitude;

•

participant attitudes appeared to have a greater effect on value
outcomes than on risk outcomes;

•

the behavioural element was almost exclusively the strongest
element of the private sector participants’ attitudes that was
linked to an outcome;

•

the affective element, followed by a combination of the
behavioural and cognitive elements of public sector attitudes
was found to have a significant effect on value outcomes.

The research also showed that a combination of inputs could together
produce specific effects on the PPP process and that whilst these may
have been influenced by attitudes, they might be exacerbated by the
specific nature of the project resulting in a specific outcome. This lead
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to the refinement of the PPP Effectiveness Model is shown in Figure
10.1 (Page 350).
11.3.2 Affective Element of the Public Sector Attitude
The influence of this element on the project outcome was found to be
significant in this research, in that the higher level of comfort that the
public sector displayed in the PPP process in the second project was
matched with the empowerment of a local project team to make
executive decisions that ultimately resulted in a higher level of
achievement of project objectives. In Project 1, feelings towards the
PPP process amongst the team ranged from informed acceptance on
the positive end to outright philosophical opposition on the negative
end. Because of this, there was a reluctance to release executive
control to the team. This resulted in an overstretched DOES
management team that didn’t have the resources to react quickly
enough to resolve emerging issues. Many of these issues still exist
and are now evident in the operational phase.
For future projects, the implication is that the project team must
approach the project in a positive manner, having been fully briefed
and been made fully aware, both of the issues that are likely to arise
and, of the strategies that will be required to deal with such issues.
Procuring

authorities

should

give

serious

consideration

to

the

measurement of attitudes of the project participants prior to
procurement to ensure that the project team attitude is favourable to
a positive project outcome.
11.3.3 Behavioural Element of the Private Sector Attitude
In this research, this attitude element was by far the most significant
in influencing project outcomes.

The strong project focus of the

attitude, in Project 2, provided a consistent pattern match with the
actions of the PSO in promoting a project focused approach
throughout the project. The match was found to be strong in
outcomes relating to risk and value. In examining the existence of
this strong attitude, the question arises as to why this attitude existed
in the first place. Part of the answer emerges in the PSO participant
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interviews where it was stated that the success or failure of PPP in the
Irish market would be judged on the outcome of the first few PPPs
and that it was very important that all concerned did everything in
their power to ensure that they were a success. Another factor was
the ability of the project team to relate to the PSO in such a practical
fashion. However, one thing is clear. The strong attitude element was
a major influence on the success of the project and every effort
should be made to ensure that the PSO’s behavioural element of
attitude is as project focused as possible in future projects.
11.3.4 Attitude is one of many different causes of outcome
Previous research had shown the importance of the contract in
determining the outcome of a PPP. This research showed the
importance of participant attitudes. However, it also recognised that
there were other issues and circumstances that have an influence on
the outcome of a project. These may be stand-alone issues or may
work with other issues to result in a specific outcome. In future, these
issues must be examined at the outset of a project so that a strategy
can be put in place to maximise their positive effects and minimise
potential negative effects.
11.3.5 Knowledge of PPP Procedures
Reviewed research literature suggested that there were significant
gaps in the public sector knowledge of the private sector and in
particular of the financial intricacies of PPP. It had also been
suggested that the private sector did not understand the issues that
were important to the public sector.

A surprising finding of this

research was the strong project focused scores for the cognitive
elements of both public and private sector attitudes to project focused
outcomes. This suggests, that on these projects, the gaps in
knowledge do not exist. In fact, this element of attitude scored
consistently highly across all attitudes measured. This suggests that a
considerable amount of effort has been invested in understanding the
other partner’s position.
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11.3.6 Understanding the Partnership
There are two ways to view a partnership. On the one hand, it can be
viewed as the agreement that binds the different organisations
together. On the other hand, it can be viewed as the people that work
together to achieve a number of objectives. In the case studies that
were conducted in this research, the two projects approached this
issue in different ways. Those in Project 1 viewed the contract as the
defining element of the partnership whilst the participants in Project 2
defined

as

themselves

the

partnership.

The

business

cards

presented to the researcher clearly illustrated this different type of
approach. Each of the Project 1 participants presented cards from an
organisation

that

was

contracted

to

the

PSO.

The

Project

2

participants each presented a card which identified the individual as
part of the partnership as a whole rather than as an employee of a
constituent organisation. As a result of this approach, an entirely
different working relationship existed on the two projects, with more
positive outcomes being achieved in Project 2.
The implication here is that effort applied to building the partnership
from the inception of the project will have a significant effect on the
level to which project objectives are attained at a later stage. As
previously noted in Chapter 2, partnership building is a three-stage
process,

beginning

with

familiarisation,

proceeding

to

initial

addressing of joint issues and maturing in the joint development of
the rules that will govern the workings of the partnership. The
interviews carried out with the key facility users of Project 2 showed
that elements of stages one and two of this process took place.
Corresponding Project 1 interviews suggest that all parties jumped
immediately to stage 3 resulting in a partnership dominated by the
contract and the limits to which it could be interpreted by each party.
The new procedure whereby all PPP procurement in Ireland is now
processed through the Central PPP Unit in the Department of Finance
does not lend itself to the building of partnerships and the project
outcomes from these new projects should be closely monitored to
record the implications for achievement of project outcomes.
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11.4 ORIGINAL CONTRIBUTION TO KNOWLEDGE
This research set out to establish the requirements for change in
public and private sector organisations brought about by the use of
public private partnerships (PPP) as a vehicle for the delivery of public
sector facilities and to develop and verify an analytical model that will
be used to identify strategies which will lead to greater efficiency and
effectiveness in future PPP. By establishing and addressing the
research objectives, these aims have been achieved. In doing so, two
different outcomes are evident from the research, which together
constitute an original contribution to knowledge.
11.4.1 The PPP Effectiveness Model
The framework for this model was adapted from a basis process
model and developed through the analysis of research data. It is
original in that it recognises the very real problem of diversity of PPP
projects and the need to focus on project outcome rather than input.
It also draws together all previous research into one coherent model
that can be used at the outset of a PPP. The use of this model will
bring the Sponsoring Authority to one of three options:
•

Green – proceed with the project as a PPP, having established
the inputs necessary to meet the required outcomes;

•

Amber – re-evaluate the required outcomes or seek an
amendment to the PPP process prior to proceeding;

•

Red – do not proceed as a PPP.

11.4.2 The Link between Attitudes and Outcomes
The research conducted in developing the model established a link
between project participant attitudes and the project outcomes. As
this link has not been recorded in previous research, it is an original
contribution. The link was established for the projects researched and
as this was a small sample, this output can be recorded as a
generalisation to theory. This clearly establishes the theory that the
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link exists. Further research would be required to establish whether or
not it exists on all PPP projects.
11.5 POTENTIAL BENEFITS AND APPLICABILITY OF THIS RESEARCH
The potential benefits and applicability of this research is summarised
with reference to each stakeholder group. As noted in Chapter 1, the
stakeholders considered are:
•

sponsoring authorities;

•

providers of the public service facility;

•

staff working in the facility;

•

users of the service;

•

stakeholders of future projects.

11.5.1 Sponsoring Authorities
This model provides a mechanism for early identification of the issues
that should be addressed to promote efficient and effective use of
PPP. It is used to establish the inputs that necessary if certain project
outcomes are to be achieved. It has the following benefits for
sponsoring authorities:
•

it will build up a better understanding of the PPP process;

•

it will highlight deficiencies in the current the PPP process;

•

it will dispel reluctance to explore the PPP route;

•

tt will highlight projects not suitable for PPP.

Application by the sponsoring authority of the PPP Analytical Model
could result in the reduction of unfavourable outcomes, thereby
resulting in more efficient use of public funds. Greater efficiency by
sponsoring authorities should also result in shorter procurement
cycles, again saving public funds.
11.5.2 Providers of the Public Service Facility
Application of the model in the private sector should highlight the
issues that would affect the outcome of the project. It draws
particular attention to the potential effects of the attitudes of the
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project participants and this will have implications for the process of
assembling a successful team for the entire duration of the project.
11.5.3 Public Sector Staff who work in the Facility
The role of these people in identifying issues that may arise is critical
to the success of any project as shown by the effect of public sector
affective attitude elements. The nature of a PPP requires a clear
understanding, at a very early stage, of the needs of those employed
to work in the facility to provide the public service. The preparation of
the Output Specification will capture most of the issues involving staff
needs and involvement of the staff as much as possible in the
preparation

of

the

output

specification

will

help

develop

the

appropriate affective element of attitude.
11.5.4 Users of the Public Service Facility
These include as many as possible of those that make use of the
facility for whatever purpose. The model can be used to show where
and how intervention is needed to maximise the use of the facility
being provided, thereby having implications for the efficiency and
effectiveness of the provision of such facilities in the future.

11.5.5 Stakeholders on future projects
The use of PPP in Ireland is still in its infancy and consequently, most
of those involved are still looking for ways to improve the process.
The application of this model provides a framework for gathering the
information on which future decisions will be made. The model has
potential for application in other countries new to the PPP process.
11.6 EXCLUSIONS, LIMITATIONS, CONSTRAINTS, RESERVATIONS
11.6.1 Exclusions
This research has concentrated on the development and verification of
a model that will identify and analyse the potential positive or
negative outcomes of a PPP. In gathering data, the research has
concentrated on PPP projects concerned with the provision of
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educational facilities. It has not been intended to provide in-depth
investigation into PPPs in other sectors. However, as the principles are
common to all projects, the model can be used with any PPP. The key
application of the model is to find possible causes for positive or
negative project outcomes, concentrating on those that are related to
the attitudes of the participants.
11.6.2 Limitations
One of the primary limitations on this research is that the projects
studied (Grouped Schools Project and NMCI) were the only such
projects of their type in Ireland that has reached the operational
stage at the time this research commenced. However, as these were
pilot projects, much of the Irish PPP documentation had been refined
from the experiences of these projects. In addition, because they
were the first such projects, the participants and the key users have
been in constant demand to relay their experiences of the process to
others. As a result, a wide range of interviewees was available. The
availability of documentation varied between the projects and there
were limitations to the comparisons that could be made as a result.
For example, the C&AG report on Project 1 would refer to the project
agreement but the agreement was not made available. In contrast,
there was no report for Project 2 that was comparable to the C&AG
report, but the project agreement was made available for that project.
To address this problem, data from the interviews were used to clarify
incomplete information from the documents.
11.6.3 Constraints
The extent of the research to be carried out was constrained by the
time allowed. The entire process from registration to the transfer to
the writing up register was 2 years and 11 months, with most of the
primary research being carried out in a 3-month period during the
summer of 2006. A further constraint was the fact that the Irish PPP
process itself was going through a period of review whilst this
research was being conducted. To address these issues, it was
necessary to spend a considerable period refining the research
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methodology so that it was robust enough to handle anything
unexpected that might occur during the research. This ensured that
the timescale needed to carry out the research could be adhered to.
The time spent on the development of the research methodology was
well invested as the documentation that was expected did not
materialise in the format anticipated but the methodology was
adaptable enough to cope. The review of the PPP process constrained
the research to working on principles of the process, as the detail in
the process itself was likely to change and potentially render the
research obsolete before it was completed.
11.6.4 Reservations
There were two main reservations in this research. The first
concerned the shortage of independent research that has been done
on Irish PPPs. The literature available consisted of a very small
number of refereed papers, a number of commissioned reports and a
number of other documents produced by or commissioned by the
Government. Some further reports, commissioned by the private
sector, were also reviewed. Due to the fact that these were
commissioned reports, rather than independent academic reports,
there was a need to extend the literature review to the research that
exists on PPP/PFI in the UK and in other countries. In doing so, it was
noticeable that most of the Irish research displayed a strong
knowledge of PPP experiences in other countries.
The second reservation concerns the applicability of the findings of
this research to other PPPs. This research looked at two projects in
one sector, and this in itself is a very small sample from which to
draw major conclusions. However, because the research did not
concentrate on the detail of the PPP process, the application of the
findings is wider that the limited sample would suggest. In addition,
the application is through generalisation to theory. Consequently, a
theory has now emerged that participant attitudes have an effect on
project outcomes. The research concerned itself with the differences
between two projects and the attitudes that were present on these
projects. It therefore could only concern itself with the differences. In
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a case where the attitude was the same on both projects and a
specific outcome occurred, there was no means in this research to
establish whether or not the attitude was a contributing factor. There
was also a concern that the attitudes of the participants had been
shaped by the experience of the project rather that the other way
around and this is an issue that would require further investigation in
future research.
11.7 RECOMMENDATIONS FOR FURTHER RESEARCH
This section sets out a proposed research agenda that will bring this
research to the next level. This is summarised as follows.
11.7.1 Short Term
1. In order to bring the model into use, it is now necessary to
begin to apply the model to new PPPs. The public sector
contacts that participated in this research are willing to use the
model, as is one of the private sector contacts. Considerable
interest has also been expressed in the model in the emerging
EU 2005 accession countries. It is envisaged that application of
the model could be combined with M.Phil or M.Res level
research;
2. Whilst the tool used for measuring attitudes on this research
was adequate for purpose for which it was intended, further
research

is

required

to

develop

a

robust

tool

for

the

measurement of attitudes. It is envisaged that this could be
combined with further PhD level research and would be
conducted in collaboration with an expert in social psychology;
3. Similarly, the tool developed for the measurement of project
outcomes would require further development. Again, this work
could be the subject of PhD research;
11.7.2 Medium Term
4. One of the issues raised in this research was the possibility that
the attitudes could have been influenced to some extent by the
experiences of the projects. To address this issue, it would be
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necessary to measure participant attitudes at the very early
project stages and to monitor these attitudes throughout the
phases of the project to establish the extent to which they
change. This work could only take place when the further
development

of

the

tool

for

attitude

measurement

(recommendation 2 above) has taken place. Again, it can be
combined with post-graduate research, the level of which would
be determined by the extent to which the measurement is
undertaken;
5. Once this research under recommendation 4 has been carried
out, further development of the model can take place. Such
development would address the issues raised earlier regarding
the need to establish the effect of occupant attitudes and the
issues arising when those with experience in PPP in one country
attempt to use their experience to apply PPP in a different
country. This would most likely be combined with PhD level
research;
11.7.3 Long Term
6. The long-term aim of this agenda would be to establish a
European centre for the study of Public Private Partnership.
This would require the completion of recommendations 4 and 5
above and would involve the provision of research and
consultancy services to the PPP sector across Europe. It would
also partner with other similar centres in externally funded
national and international projects. Such a centre would be
staffed by a number of post-doctoral researchers who would
supervise the research and would carry out the consultancy
provided by the centre. It would also be envisaged that other
outside experts would be invited to participate in the activities
of the centre as appropriate. The research and consultancy
function would be aided by appropriate administrative support.
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11.8 SUMMARY
The aim of this research is to develop and verify an analytical model
which will be used to achieve greater effectiveness in future PPP
projects. This thesis is an account of how this aim was addressed. The
research has been structured into two parts. The first part, comprising
chapters 2 to 6, was exploratory and it investigated the first five of
eight objectives. The result of this part was to present a conceptual
model that was followed in the PPP process. This model was then used
to guide the primary research in the further investigation of a means
of improving effectiveness of PPP on future projects.
Chapter 7 set out the research methodology, clearly identifying three
propositions that would be tested through the use of a multi–case
embedded design case study. In chapter 8, the data gathering
process was recorded and the data gathered was used to address the
first two propositions. In this chapter, the data showed that the
projects produced measurably different outcomes and that there were
significant differences in the attitudes of the project participants.
Chapter 5 was devoted to testing the third proposition, the result of
which showed that there was strong evidence of differences in
attitudes having a significant influence on the project outcome.
Chapter 10 further tested these findings for validity, credibility,
transferability and reliability. It concluded that there is a link between
project participant attitudes and project outcomes but different
elements of the public and private sector attitudes affect the
outcomes in different ways. It also concluded that the combination of
a number of inputs can result in outcomes that may be relevant to a
specific project. Having arrived at these conclusions, the original
model was refined and made ready for use. This final chapter has
outlined

the

implications

of

these

findings;

has

outlined

the

exclusions, limitations, constraints, and reservations that apply and
has set out a research agenda that will build on this research into the
future.
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Appendix 1: Rating of Project Outcomes
Project:
Date Analysed:

Page

RISK
Level of Risk Identified

Marks
Available

Very Comprehensive Risk Identification & Analysis
evident

10

Major and Minor risks identified, Analysis evident

8

Major risks identified, Analysis weak

6

Some Risks identified, Minimal Risk Analysis evident

4

Poor Risk Identification, no evidence of risk analysis

2

Risk categories identified

Marks
(Max 3
per
category)

Clarity on how risk
was
to
be
allocated

Total risk rating expressed as a mark out of
100

Marks
Allocated

Marks
(Max 3 per
category for
planned
allocation, 3
for successful
allocation)
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Project:
Date Analysed:

Page

VALUE
Value
categories

Analysis of achievement of value

Capital
Cost
Operating
Cost
Time

Quality of
the
Facility
Quality of
Service

Total value rating expressed as a mark out
of 100

Marks
(Max 20 per
category)
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Project:
Date Analysed:

Page

INNOVATION

Degree to which Innovation was considered

Marks
Available

Very comprehensive approach to Innovation evident

30

Structured approach to Innovation

24

Specific but limited targets for Innovation

18

Some Innovation considered

12

No evidence of Innovation Strategy

6

Potential
Innovation
identified

Marks

Benefits achieved

(Max
3
per
category)

Marks
Allocated

Marks
(Max
4
per
category)

Total innovation rating expressed as a mark out
of 100
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Appendix 2: Relating the Project Outcomes Data to Proposition 1

Proposition 1

There are differences between the outcomes of
the projects in terms of risk, value and
innovation

Outcome Difference Risk

Project 1

Project 2

Outcome Difference Value

Project 1

Project 2

Project 1

Project 2

Outcome
Difference
Innovation

-
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Appendix 3: Illustrative use of analysis technique drawn from
pre-test data

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION
Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

20

Value

25

Innovation

15

To calculate the score of each of the Affective, Behavioural and
Cognitive aspects of each factor, the rating given to the answers
given in the interview are multiplied by the number of points allocated
above to give the adjusted score.
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Cognitive

Risk Attitudes

Rating
(x 20)

INTERVIEW 1

What were
the
objectives
relating to
risk?

Client dictated
certain risks were to
be transferred

Which risks
were
identified?

Planning,
Possession, Changes
in law, Traffic
volumes – all to be
retained by client

3

Affective
Behavioural

Construction risk in
bridge over major
river

In what way
were these
risks critical?

Could delay the
opening of the
motorway and delay
start of income

What
processes
were used to
analyse risk
on
the
project?

Use of Monte Carlo
simulation by CJV

What process
was used to
manage the
risk
allocation?

Managed within CJV
–
no
obvious
attempt
to
work
jointly with client
other than negotiate
cost of risk transfer
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Ratin
g
(x --)

Total
Rating

60

(60)

4

80

(80)

Investment, Design,
Construction,
Operation – all to be
transferred to CJV
In your view,
which risks
were
identified as
critical to
project
success?

INTERVIEW 2

Σ140

4

80

(80)

4

80

(80)

Σ160

5

100

(100)

5

100

(100)

Σ200
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Affective

Test

Behavioural
Cognitive
0

50

100

150

200

Organisation Focus

250

300

Project Focus

Interviewee shows an attitude to risk that is relatively evenly spread
between an organisation focus and a project focus.

Value Attitudes

Cognitive

What were
the
objectives
relating to
value?

Affective

How were
these
objectives
arrived at?
Which
objectives
were
identified as
critical to
project
success?
In what way

Rating
(x 25)

INTERVIEW 1
Client Objectives
- Deliver
motorway to
standard spec
at equal or
lower price
(VFM)
- 10 year
product life at
end of
concession
- maintenance
will not
interfere with
road use
CJV
- return on
investment
- maintenance
will not
interfere with
road use
Standard objective
of National Roads
Authority (NRA)
CJV board level
decision
Client – VFM
CJV – finish
construction on time

5
(125)

Client

4
(100)

–

project

374

INTERVIEW
2

Rating
(x 25)

Total
Rating

125

5
(125)

125
Σ250

4
(100)

100

100

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry

APPENDIX 3

were
these
objectives
critical?

Behavioural

How were the
value related
objectives
analysed?
How was the
value
management
managed?

could not proceed
until
VFM
was
verified
CJV – finish on time
critical to return on
investment
CJV
invested
in
value
engineering
techniques
Separately by Client
and CJV

Σ200

4
(100)

100

3
(75)

75
Σ175

Affective

Test

Behavioural
Cognitive

0

50

100

150

Organisation Focus

200

250

300

Project Focus

Interviewee shows a clear understanding of project focused
value issues (cognitive) and a relatively strong affective
element. The behavioural element is relatively evenly spread
between an organisation focus and a project focus.
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Behavioural

Affective

Cognitive

Attitudes
to
Innovation
What
were
the
objectives
relating
to
innovation?

What
potential
innovations
were
identified?
In your view,
which
innovationrelated issues
were
identified as
critical to
project
success?
In what way
were these
issues
critical?
What
processes
were used to
identify
potential for
innovation on
the project?
What process
was used to
manage the
use of
innovation?

Rating

INTERVIEW 1

(x 15)

Client - No specific
innovation
related
objectives

INTERVIEW 2

Rating

(x 10)

Total
Rating

3
(45)

45

3
(45)

45

CJV - To make use
of
any
emerging
technology
that
would assist in the
value
objectives
being achieved
CJV – to ensure
greater return on
investment

Σ90
none

1
(15)

15

none

1
(15)

15
Σ30

No formal analysis
other than following
potential innovations
that
emerged
in
value engineering

2
(30)

30

No
formal
management other
than
following
potential innovations
that
emerged
in
value engineering

2
(30)

30
Σ60

A f f e c tiv e

Tes t

B eha v iou ra l
Cogn itiv e

0
50
O r g a n is a tio n Fo cu s

10 0

15 0
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200

2 50
3 00
P r o je ct Fo cu s
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Interviewee shows a weak appreciation of project focused innovation
issues (cognitive) an extremely weak affective element and a very
weak behavioural element.
OUTCOME
Affective

Behavioural

Cognitive

Score

Adjusted

Score

Adjusted

Score

Adjusted

Risk

8

160

10

200

7

140

Value

8

200

7

175

10

250

Innovation

2

30

4

60

6

90

P ro je c t P a rtic ip a n t A ttitu d e s

R is k
A ffec tive
V alue

B ehavioural
C ognitive

Innovation

0

50

100

150

O r g an is a tio n Fo c u s

200

250

300

P r o je c t Fo c u s

The comparison across all three elements suggests that the
participant will:
•

Take an active role in risk management at both an organisation
and a project level;

•

Promote and initiate action to increase value at both levels;

•

Be reluctant to act on innovation initiatives.
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Other data gathered
a. Risk
Which
risks
were
successfully
transferred?
Why
were
these
transferred
successfully?
What
key
decisions
were taken during the
procurement phase in
relation to risk?
How
were
these
decisions arrived at?

Each CJV partner bought out a contract within
the concession that covered the risk
Investment, Design, Construction, Operationm

Changed Archaeological risk requirement so that
this was now retained by client
A number of minor decisions regarding new
surface products were approved
Archaeological risk decision
Prompted by the number of delays resulting in
litigation on other projects
Minor decisions
Proposal by CJV showing a saving to Client.
Client made decision and approved, in some
cases with minor conditions.

b. Value
Which objectives were
achieved (and to what
extent)?

Why
were
these
objectives achieved?
What
key
decisions
were taken during the
procurement phase in
relation to value?
How
were
these
decisions arrived at?

All
Motorway will cost the state less (figure not
presented)
Maintenance will be carried out between 10pm
and 8am
Min 10 year post concession life will be achieved
Project will open 10 months ahead of programme
CJV invested in value engineering techniques and
brought numerous value adding suggestions to
client for approval
3 separate construction contracts each running
simultaneously
Austrian specialist bridge designer and contractor
brought on board
CJV sought to maximise the use of available
resources to minimise construction time

c. Innovation
Which objectives were
achieved (and to what
extent)?
Why
were
these
objectives achieved?
What
key
decisions
were taken during the
procurement phase in
relation to innovation?
How
were
these
decisions arrived at?

Changes in NRA requirements for crash barriers
at toll plazas required search for new solutions.
These were already available abroad.
Required under a change in the contract
CJV decided to make road safety an issue in the
bid and looked specifically at innovation in
central median barriers and crash barriers at toll
booths.
Public Opinion in relation to road safety was a
major issue at the time and CJV anticipated that
this issue would probably have to be addressed
later in the design.
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As the data gathered was from the pre-test interviews only, there was
insufficient data to assess the effect of CSFs on the project. The
analysis, therefore, is incomplete. The data gathered only relates to
that gathered from one individual on one project in the private sector.
It was not, therefore, appropriate to use it to generalise about the
approach of either sector to a PPP. The graphs generated suggest
that, whilst attitudes to risk and value are resulting in subsequent
action being taken on this project, attitudes to innovation are not
significantly strong to have a noticeable effect. Consequently, there
will be no innovation of significance on this project.
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Appendix 4: Interview with Seán Slowey – Grouped Schools

Role:

Retired Principal Teacher of one of the schools
procured under PPP as part of the Grouped
Schools Project.

Interview Date: 13 July 2006

Background
In order to continually improve its approach to PPP projects,
particularly in light of the release of the new PPP schools projects in
early 2006, the DOES PPP Unit decided, in late 2004, to carry out
research on the issues that arose during the construction and early
operation of the Grouped Schools Project.

The person interviewed

was commissioned by the DOES to carry out this research and to brief
the Department on his findings. The research was carried out during
2005 and the DOES PPP Unit was briefed on its completion.

Objective of the Interview
The objective of interview was to examine the findings of the research
in order to determine the level of success of the Grouped Schools
Project in relation to the factors of Risk, Value and Innovation.

Interview Procedure
The interview was conducted during July 2006 using the Strategic
Conversation format and was recorded electronically. Supplementary
notes were made during the interview. During the interview, the
interviewee consulted his own research notes to ensure accuracy of
the information given. The procedure for recording and verifying the
accuracy of the interview were agreed and the following is a transcript
of the interview.
The transcript has been edited to remove any comments that were
made where the interviewee stated that he wanted to make a
comment “off the record”.
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SS

The three schools were chosen and then there was another one
which pulled out – I don’t know where it was – but they didn’t
like it. Ideologically they didn’t agree with it. They put Shannon
and ourselves (Ballincollig Communuty School) in, as an
afterthought. That completed the list of five.
Then Gerry Murray came down from the Department to sell the
idea to the board. The idea wasn’t universally popular at all at
the time. I thought it was a great idea from the start, but people
said this is private sector creeping in to education – which it
wasn’t.
I got on well with Gerry Murray from the start and he would ring
me. They were being advised by Farrell, Grant and Sparks (FGS)
as they didn’t have the expertise in the Department at the time
and they were coming back and forth to me for about two years
before the whole thing was sorted out.
So I was there from the very start. I knew all the problems.
There were planning problems, for example in Tubbercurry, the
land deal wasn’t finalized and things like that. And when things
started we had a good relationship with the Jarvis people as
well. I mean I always got on well with them but I wouldn’t turn
my back on them. They’re private sector and are out to make a
buck and if you don’t watch them they’ll take advantage. That’s
common sense as much as anything else.

SS

It only took them eleven months to build the school, which was
extraordinary given the size of the project. Tubbercurry was
only ten months and the others came on at the same time. And
then when the thing was up and running, I stayed on for a year
and half before retiring.
Then David Gordan asked me to investigate the start up and
operation. I began in spring last year (2005). I went around all
the schools and spoke to all of the Principals about all the
issues. I knew what most of problems were anyway, but I went
to each one and took down the details and I briefed the
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Department in December (2005).
LG

What were the main findings of the research that you carried
out?

SS

(Edited)
The Operator is not providing the services that should be
provided;
The DOES does not have the resources to adequately monitor
the performance of the Operator;
The takeover of the Operator (Jarvis) by Hochteif put pressure
on the Operator to show as good a financial balance as possible.
The Operator’s attitude, therefore, has been to give the absolute
minimum and to try to squeeze as much as possible out of the
project. For example, the Operator tries to bill the schools for
items that are to be provided under the project agreement and
that when they are not paid an attempt is made to offset them
against the amounts due to the DOES from catering and
vending;
The Principals have not met as a group for two years and as
they are not complaining as a group, the DOES are not reporting
that there is anything wrong;
One of the Principals is ideologically opposed to PPP and is
looking for every opportunity possible to blame the Operator for
anything that can go wrong;
There is a very poor working relationship between the Principals
and the Operator in all of the schools;
Any literature that I could find from the UK experience showed
that they had similar problems in the start up as we have now
had.

LG

What was the structure of the briefing?

SS

It set out to:
•

establish the extent to which the Grouped Schools are
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meeting the original DOES objectives as a pilot project;
•

examine the level to which the Operator is complying with
the Project Agreement;

•

establish the appropriateness of the existing project
agreement for use in future projects;

•

summarise the findings and make recommendations to
the DOES that would be relevant in the further roll out of
the Schools PPP programme.

SS

The four objectives that the department had were:
a. To test the value for money (VFM) of using PPP. The
C&AG had already looked at this but this briefing was to
find out what did the Principals think;
b. Obtain new ideas from the private sector on school design
and the output based approach;
c. Relieve the school principals of the responsibility for the
management of the school buildings, and;
d. To achieve better use of state investment in school
buildings through better use of the facilities outside school
hours.

SS

Value for Money
The C&AG looked at the VFM and said the cost was eight to
thirteen percent higher than planned. But the effectiveness and
functionality cannot be judged for a number of years yet. In
relation to VFM, the majority of Principals felt that PPP was
producing a more favourable outcome than the one dimensional
traditional financing model. One Principal disagreed. They all
agreed that the new buildings were delivered on or before the
scheduled dates without cost overrun because these risks had
been transferred to the Operator. There is no second level
school in the country that has been built within cost before this.
The contractor gets extras to the contract agreement but here
that didn’t exist. The comparison that was used for the
Ballincollig School was a school in Newcastle, County Wicklow.
This school needed €400,000 extra in addition to the contract
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price to be completed and this did not take in two things like the
grounds and football pitches. So comparisons in the C&AG
report were to tender prices for other schools, not to actual
costs to finish the schools to the same standard.
The quality and robustness of the buildings are superb. There is
no doubt but that they will last a long time. All the Principals
agreed with that.
In relation to maintenance responsibility, what happened in a
conventionally built school, under traditional procurement, you
had to wait in line for maintenance if you had a problem. That
could be three, or four, or five years. If you have a leak in a roof
for that amount of time, the collateral damage done is huge.
This is gone now. If there is a leaky roof now, it’s not your
problem. They have to fix it back to the standard that it was as
part of their contract and that is a big plus. The C&AG never
acknowledged the value of this.
SS

New Ideas
The practice of bundling schools gives economies of scale. You
could see that for example in computers. The operator bought
their computers for the five schools and I found out what they
paid for them. The price was less than half what the state was
paying for computers in other schools. This is a problem with
state policy. At present the school is given an allowance from
the department for replacing computers. Each school then
individually buys its own computers - they had not purchased
centrally. This adds enormously to the cost of the computers. In
the PPPs, they are brought in bulk.
All the roofs in the five schools are Kingspan, and when I saw it
first I said that it looked like a factory. But in fact it looked well
when finished and it’s a very good roof because you don’t hear
any noise. The Architect also told me that it reflects the rays of
sun so you don’t get the build-up of heat that you would get
with a normal roof. Again all the material for the roofs were
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bought in one order from Kingspan and again this kept the cost
down.
It is also generally accepted that well maintained school
buildings improves student and staff motivation. During my
inspection two years after the schools had gone into operation,
there wasn’t a single trace of graffiti anywhere. There were no
broken chairs or any other signs of wear and tear that one
would associate with a normal school. This was partly due to the
input of the Principals in choosing the furniture. During
procurement the Principals had an input into the choice of
furniture. We were brought to a number of exhibitions and
shown chairs with a continuous leg. These don’t break, even if
the students lean back on them, and the backs are low for their
ergonomic reasons and the kids like them.
Design competitiveness between the bidders produced buildings,
which are full of light well ventilated and spacious. When the
three final bidders were announced, they came around to the
schools to meet the staff and students. They asked what we
wanted. I told them we wanted a school with space, wide
corridors,

light

and

good

ventilation.

Ventilation

is

very

important in school particularly on a wet clammy day.
Because there was consultation there were a few simple things
that worked very well. In one instance there were two science
labs back to back, which both having the preparation area
between them. We were allowed to suggest that the wall
between the two preparation areas should be omitted and an
island formed in the centre of a large preparation area, which
would serve both science labs. This was done at no extra cost.
This would not have been allowed under the conventional
system for building schools as the department will not allow any
deviation whatsoever from their designs.
The exterior designs have been very good as well. The
architects obviously put some thought into this. They built the
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schools initially with big open internal areas and then built the
internal block walls, so that if they needed to change the interior
of the building in the future, to cope with changes in curriculum
or whatever, it could be achieved quite easily. So there are no
load-bearing walls inside the building. This usually increases the
flexibility of the future use of the building as they can be
redesigned internally quite easily. This was part of the brief
given to them by the Department. But in traditional building,
this would not be allowed.
Another area where we were consulted was in the design of the
toilets. We suggested that where possible everything should be
behind a wall. The taps should be the push type taps – they
can’t be the kind that can be left on – and the toilets should be
spacious. They followed our advice and in two years there is no
example of vandalism in any of the school toilets. This is
completely the opposite to experiences in other schools where
vandalism of toilet areas was very common.
SS

Role of the Principal
In

the

old

system,

the

bane

of

the

Principal’s

life

is

maintenance. If there was a week off at say, Halloween or
Christmas, I would have to go down to the school two days
before the end of the break and ensure that the heating was
turned on, so that the school would be warm when the pupils
and staff would return.
If there was a burglary in the middle of the night, I would be
called. If the boiler didn’t work, I had to arrange for it to be
sorted out. So PPP certainly frees the Principal’s time up.
Since the year 2000, that Principal is now project manager for
all works carried out in his or her school. This involves several
new duties for which the Principals have never been trained.
This is not the case in the PPP school.
In a traditionally funded school, the Principal must ensure that
all maintenance and cleaning staff are employed in accordance
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with all current employment law. This has become very onerous
in recent years with the new laws relating to hiring part time
and temporary staff. In a PPP this becomes the responsibility of
the Operator.
SS

Use of the School outside School Hours
This is an area that is not working properly and there are a few
reasons why this is the case. This whole area would be referred
to as 3rd party income and concerns such things as they use of
the gym by outside groups, for example. In three of the schools,
there is very little 3rd party use, but that is not necessarily the
fault of the Operator. Because there is no tradition, for example
in Tubbercurry, of night classes. And that is something that
must be built up, principally by the board of management
because this is a job for a teacher. But teachers don’t want to
do this as it involves night time work even though there is an
allowance for this. In Ballincollig, we had someone who would
do this and he built up a programme of night classes with nearly
800 people attending. Every room in the school was used every
night from Monday to Thursday. But not every school has
someone like that and there is nothing like this in Shannon,
Tubbercurry or Clones. In Dunmanway Comhaltas Ceoltoiri
Eireann runs a number of music classes.
In Ballincollig, before PPP, we had an Astroturf pitch that was
incorporated into the new facility, and that was hired out to the
local community but since the Operator took over this has
stopped. The operator doesn’t appear to be concerned about
making an income from this pitch.
Generally the operator doesn’t appear to be interested in 3rd
party income and is not doing anything to promote it. As well as
that they are not tuned in to the culture of local organisations,
for example, organisations local to the school were reluctant to
ring a freephone number in Dublin to book a facility that was in
their own locality. There was no emphasis being placed on 3rd
party income by either the school or the Operator and there is
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no onus on the schools and the Operator to work together to
generate income from the increased use of the school.
There is also an issue regarding the charging of VAT to
voluntary organisations. (Edited)
SS

There seems to be an opinion in the Department that 3rd party
income will happen automatically, but this is unrealistic and
there needs to be a clause written into the contract to ensure
that it is addressed.

SS

Looking at the compliance of the Operator with the Project
Agreement, the following areas were investigated:

SS

•

satisfaction with facilities;

•

furniture and equipment;

•

maintenance;

•

catering & vending;

•

3rd party use;

•

information technology;

•

energy management;

•

cleaning;

•

waste disposal;

•

insurance liability & vandalism;

•

employee transfer issues.

Satisfaction with the facilities
The DOES PPP Unit did a survey of teachers and pupils about a
year after the schools became operational to establish their
satisfaction levels with the facilities provided. In relation to
buildings and facilities, this survey showed that over 80% of
pupils were satisfied with overall finish, general comfort,
classrooms, outdoor facilities, etc. There is no doubt from this
that the standard is very high and nearly everybody is very
happy with them. Of the teachers, the views were even higher
(interviewer showed figures in excess of 90% for teacher
satisfaction).
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SS

Furniture and Equipment
Under the “old” system, there is a tender put out for the actual
building. Then there is a tender to government suppliers, under
limited competition, for chairs, tables, science equipment etc
and there is only two or three of these suppliers in the country.
This arrangement has been in place for years. But at one of the
meetings, the advisors (FGS) asked if they could have the list of
equipment that was standard for a second level school. It
surfaced at this meeting that there were no such official list.
There were sheets that had originally been prepared years ago
on carbon copies and had not been updated since. This caused
some embarrassment at the time but the department undertook
to prepare updated lists. But what subsequently became
available was a typed up list on a CD containing the same
equipment. However many items on this list were no longer
required as the curriculum had now change significantly. Other
items that where now required were not on the list. The
Operator was sent these lists and they set about supplying the
equipment.
However, the Principals told the Operator that while they didn’t
want some of the equipment, they would accept delivery. An
agreement was reached locally between the Operator and the
schools that the unwanted equipment could be returned and a
credit note would be given with which the equipment missing
from the list could be purchased.

SS

The credit notes that came back just gave a figure and did not
detail what had or had not been returned. Consequently the
Principals were never sure that they had received a credit note
for the full value of the equipment that they did not require.
The situation regarding equipment was further complicated by
there being three levels of equipment supplied to the schools.
Equipment was either supply only, supply and maintain, or
supply and maintain for three years. The supply and maintain
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for three years category was computer equipment. As the initial
equipment lists were inaccurate and incomplete, there was
disagreement as to which of the first two categories the other
equipment fell into. Six months into the operating contract, a
number of equipment items required maintenance. When this
maintenance was carried out by the Operator, a bill for the
maintenance was subsequently sent to the school. As part of
this briefing, I have now prepared a full list of supply only and
supply & maintain equipment. This list has been agreed with the
Operator and is now being used by the Principals.
Jarvis

subcontracted

the

initial

delivery

of

furniture

and

equipment to a one-person company and this was very
unsatisfactory. There was equipment delivered to building sites
with nobody there to check what did or did not arrive. As some
of the equipment was in the form of tools, some went missing.
This combined with the arrangement to get credit for unwanted
equipment meant that it was very difficult to establish what had
or had not been delivered or indeed who should have checked
that it arrived. As it was the Operator’s ultimate responsibility to
look

after

the

equipment

until

handover,

the

Operator

reluctantly took the cost of this, but the schools were never
happy that they subsequently got credit for all of the items that
went missing.
The day the schools were handed over, a department official
walked around the school for two hours and signed off that
everything was in order. The Principals were of the view that it
was not possible to fully inspect the equipment and to ensure
that everything required was actually in place in that amount of
time. This arose because there was no mechanism in place to
carry out this procedure.
In addition, nobody from the school was allowed on site until the
school was handed over. On the day before handover, they
allowed the staff to enter the staff room only and this was for a
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very short time. Because of this, the staff had no way of
checking that everything was in order before the building was
accepted.
The equipment was supplied from the

usual department

equipment suppliers with the exception of the furniture. It was
surprising that they didn’t use a wider range of suppliers. Some
of the equipment supplied was of poor standard. There are two
metalwork rooms in Ballincollig Community School and three
lathes in each. As soon as the metalwork teacher saw the
lathes, he said that they were not good enough. Within two
weeks he was proved right when a gearbox went in one and
something else went in another. They were replaced by Jarvis
with bigger lathes from the same manufacturer but are still
unreliable and prone to breakdown.
With lockers, we asked for bigger lockers, as what was proposed
was unsuitable to a secondary school. The Operator supplied the
bigger lockers at no extra cost.
SS

Maintenance
All of the schools have had problems with the slow response to
calls for maintenance and this wasn’t expected. There is a
helpdesk in Dublin and the Facilities Manager is based in Dublin
– while the five schools are spread around the country and he
only visits once a month. There were caretakers in each of the
five schools and a caretaker position is a badly paid job.
Because it is badly paid, it doesn’t attract talented individuals
(paraphrased). While the people who hold these jobs are able
for the normal job, they are not usually able to take on much
responsibility. However, when their employment was transferred
to the Operator, they were given a supervisory role and made
responsible for the supervision of the cleaning staff. This is not
working well as they do not want to supervise.
With

regard

to

service

contracts

on

supply

&

maintain

equipment, the Operator didn’t want to put these in place and
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instead stated that certain equipment would be supplied on a
supply only basis. The maintenance on some of the equipment
(such as the treadmills in the Gym), therefore now rests with
the school and not the Operator. This is an issue that the DOES
must take into account in future PPP.
LG

Is this an issue that you found to be common to all five schools?

SS

Yes. The DOES has underestimated the amount of management
time that there is in monitoring these projects both in
construction and in operation. They seem to be doing better in
the Maritime College, but that is a one off and there are 750
second-level schools in Ireland. All of them are slightly different
to each other and this makes looking after the detail even more
difficult.
With the Helpdesk there were some difficulties, but that was
caused more by the schools than the Operator. What was
happening was that teachers were ringing the Helpdesk without
going through the Principal but this was sorted quickly.

SS

Catering & Vending
This is not normally done in second level schools but was done
in the PPP schools. The Operator maintains that they are losing
significant amounts of money on catering and vending. As this
has never been audited, the schools are not satisfied that this is
the case (paraphrased). There was due to be a guaranteed
income from catering and vending to the schools each year.
However this has never been fully paid, as the Operator uses
this as a fund from which disputed invoices can be deducted.
When you consider that the items sold through vending can
have a 100% profit margin, it is difficult to see how a loss is
being made. In addition to the guaranteed income, if they make
a profit, that profit must be shared with the school. However
there is no breakdown of sales or costs so nobody is sure how
much money is being made. In the old Ballincollig Communuty
school we were making approximately IR£20,000 (€26,000)
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every year on this type of food. As the amounts now being sold
are similar to what was sold in the old school, it is difficult to
understand how a loss is now being made.
SS

3rd Party Use
Generally there is little or no marketing of the facility to the
community for the generation of 3rd party income.

LG

Is that the external facilities or are the internal facilities
included?

SS

Both. As well as that there is an availability bank where each
school is supposed to get so many hours per year outside school
hours without paying extra for it. Except for Dunmanway and
Ballincollig, this is not being used. Ballincollig is using it for night
classes in fact that’s one of the plusses. Prior to this you have to
take the cost of the caretaker out of the money generated from
the nighttime activity. Now the cost of the caretaker is carried
by the Operator. Politically this could be a problem has PPP was
sold to the local community on the basis that the facility would
be available to the community and if that doesn’t happen there
will be political questions asked about it.
Another problem is that the pricing structure makes no
allowance for different types of groups, for example between
community groups and companies who want to hire facilities.
The operator is too rigid in this.

SS

Information Technology
The Operator provided large numbers of computers on a three
year supply and maintain contact, but the three years are now
up and the schools are left with no means of replacing the
computers. The department doesn’t want to know. They say
they will ask the Operator to keep on the contract but nothing
has been done. Many computers have been offline since last
January and if the schools wish to get them fixed they must
send for a local contractor. Of course this is an extra expense to
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the schools. There is a way around this, as all schools get a
donation of €15,000 - €16,000 per year that can be put to
maintenance. However in another year or so the computers will
begin to wear out completely and will need to be replaced. At
present there is no contingency for the cost of this. Because of
this, it is difficult to understand the logic behind the three year
contract. In Ballincollig there were 300 computers and this is
going to be a huge issue in the future.
Initially the operator billed the department for installing and
testing software stating that they were entitled to this under the
contract. However when they were challenged on this, it
transpired that no such entitlement existed.
SS

Energy Management
The electricity (ESB), telephone and waste disposal charges are
paid directly by the school. In all schools the ESB bills were
initially very high and this was happening for a number of
reasons. Firstly the external lights were being left on all night,
allegedly for security purposes, at the cost of the school but that
was stopped relatively quickly. Secondly, there was the KVA
rating. This is used to calculate the public service levy to be paid
by an organisation. As the KVA rating was in excess of what was
required by the school the public service levy being paid was
much too high. In Ballincollig that KVA rating of the supply
installed is 500. The actual KVA rating required is 120. The
school therefore is paying four times the appropriate amount for
the public service levy. When I checked with the architect he
was unsure as to who specified that the KVA rating would be so
high. The operator will not take responsibility for reducing the
KVA rating and has stated that the cost of this, about €4,000,
must be borne by the school. Again this is an issue for all of the
schools and is one which must be taken into account in the
future.
The contract places an obligation on the operator to cut down on
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energy costs. But as there is no penalty for not carrying this
out, it is not being done. One of the schools, (Shannon) on its
own initiative changed electricity suppliers and made a saving of
approximately 20%. Because the Operator is not responsible for
paying electricity bill, there is no incentive to save electricity by
doing such simple things as turning off the lights at night when
the cleaners have finished.
The same situation arises with waste disposal. This is paid for by
the school as well for most of the waste is generated by the
Operator in the canteen. This is domestic waste whereas most of
the waste generated by the school is recyclable.
SS

Cleaning
The principals all agreed that the standard of cleaning of the
schools is very good.

SS

Insurance Liability
The Operator is required to take out insurance and issue for the
construction phase and in operation for things like fire, security
etc. They have an excess of €5000 which they have to pay on
each claim. There was a fire in Ballincollig and a break-in in
Shannon. The fire burned a shed but they left it almost a year
before carrying out the remedial works. They carry out these
works eventually and reluctantly. In Tubbercurry a lorry did
some damage to a shed and again it took a long time to fix. In
Shannon, there was money taken out of a safe during the
break-in. Some time later an insurance company rang the
Principal in Shannon and asked him if he received the cheque.
Apparently the company had issued a cheque to cover the
amount of money that had been stolen. The Principal had no
idea that this cheque had been issued and had to contact the
Operator and ask for the amount of money for which the cheque
had been issued.
Again this led to mistrust and bad feeling between the school
and the Operator.
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LG

What is the level of liability for damage that is retained by the
school?

SS

The school is not responsible for normal wear and tear that one
would expect in educational establishment. The school is
responsible for wilful damage caused by the users during school
hours.

SS

Employee Transfer Issues
There is a problem with the pension entitlements of the people
whose employment was transferred to the Operator as part of
the project agreement. There is a pensions agreement in the
contract that has never been signed. This is the fault of the
department and not the fault of the Operator. As there are only
three or four people in all involved and no payments pension
payments have been made for a year and half. The Operator
has brought these people into its own pension scheme.

SS

As well as that the benchmarking payments due to these
employees have not been honoured. This situation continues to
exist despite the fact that transfer of employees requires that
existing terms and conditions of employment continue to be in
place under the new employer. As the operator is a private
sector organization, it has so far refused to pay the agreed
public sector benchmarking awards. The employees concerned
have been in contact with their unions but to date the matter
remains unresolved. This has been held major issue under PFI in
the UK.
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Appendix 5: Interview with Donal Burke - NMCI
Role:

Head of National Maritime College of Ireland
(NMCI)

Interview Date: 24th August 2006

Background
Prior to the opening of the National Maritime College of Ireland
(NMCI), Donal Burke was Head of the Cork Institute of Technology
(CIT) Maritime Training College at Ballincollig in Cork. As Head of this
College, Mr Burke had a central role in the provision of the facilities
that CIT requires to achieve its mission relating to maritime training.
As the facilities in Ballincollig had become outdated and similar
problems arising with the facilities of the Irish Naval Services in
nearby Ringaskiddy, Mr Burke was acutely aware that Ireland no
longer had a facility that could provide training to modern maritime
standards. He was also aware that the CIT alone could not provide the
new facilities required and that the only way to approach a viable
solution was through a partnership between CIT and the Irish Naval
Service (INS). Therefore, the matter of the NMCI being a partnership
pre-dated the decision to procure through PPP. In taking the PPP
route, the partnership ideal was extended to include a private sector
partner. Throughout the procurement, design and construction phases
of the project, Mr Burke was the chairperson of a three-person team
empowered to make decisions on the suitability of the proposals from
the bidders and to negotiate solutions to issues that arose. Mr Burke
was appointed Head of the NMCI when it came into operation in
October 2004 with responsibility for ensuring that the duties of the
public sector partner, as defined by the Project Agreement (PA), are
carried out. The three-person team that guided the procurement and
construction phases continues to exist as part of the NMCI liaison
group that manages the project at a partnership level.
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Objective of the Interview
This interview is one of two such interviews that were conducted to
gather data relating to the level of success or failure that has been
experienced in the NMCI project in relation to the factors of Risk,
Value and Innovation.

Interview Procedure
The interview was conducted using the Strategic Conversation format
and was recorded electronically. Supplementary notes were made
during the interview. The procedures for recording and verifying the
accuracy of the interview were agreed and the following is a transcript
of the interview.
The transcript has been edited to remove any comments that were
made where the interviewee stated that he wanted to make a
comment “off the record”.

LG

The thing that I have been trying to get from Dave Gordon was
a report on the National Maritime College but I found it didn’t
exist. But as there was a draft report for the Grouped Schools
Project, he suggested that I talk to Sean Slowey and whatever I
got from Sean, I would come back to you and go for the same
format. Basically what Sean was looking at was the value of the
project more than anything else. He was looking at things like
the

costs,

the

quality,

the

facilities

management,

the

equipment, the relationship that existed while the facility was
being built, the relationship that has continued to exist since
operation began and any changes that have occurred in this
relationship, things like 3rd party income – whether or not that
has been achieved, the general level of co-operation that exists
and how any hiccups in this were resolved or why they have not
been resolved.
DB

When this is written up, Michael Delaney (Head of Development
at CIT) will need a copy as well to check to ensure that nothing
was missed.
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LG

I need to interview Michael anyway and I will check it with him
as part of that.

DB

Ok, but I would like to have my check of it done first and let
Michael see it then.

LG

Agreed.
In relation to costs then, the site was already in state
ownership, but in the construction of this facility, was the SPV
paid part of the construction costs or is all of the SPV cost to be
recouped during operation?

DB

The site for the project was initially in the ownership of the
Department of Defence, which was then transferred to the
Department of Education and Science (DOES) so during the
procurement process this site was under their control of the
Minister for Education. Other than that we had got outline
planning permission and obviously there were costs associated
with that. We had a survey done on the site, borings and things
like that, just to satisfy ourselves that we weren’t going down an
avenue that would lead to trouble. There was the acquisition of
the foreshore license for building the jetty that was also part of
our remit. But overall there was not a huge amount of money
involved.

LG

Great, I’m just trying to get a feeling for the structure of
payments, for example, was there anything paid out as part of
the construction such as has been done on some of the PPP
roads projects?

DB

No, none whatsoever.

LG

So they have to recoup their investment over the duration of the
contract?

DB

Yes, over the 25 years.

LG

And in relation to the time in which it was built, from your
understanding of construction projects, do you think this came
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faster or slower than would have been the case on and on PPP
project?
DB

There is no question whatsoever but that it was much faster fully finished and fitted out. We signed the contract on the 13th
of February, 2003 and we moved in here on the week of the 4th
of October, 2004. The contract signing was on a Thursday and
the bulldozers where on site the following Monday. They had
carried out test borings prior to this, but in 18 months they not
only finished the building but it was fully fitted out as well. You
wouldn’t achieve that in an exchequer funded project.

LG

So from a time perspective, is it then your view would be that
the PPP arrangement brought it in ahead of schedule than would
have been achieved under the traditional building arrangement?

DB

It’s my belief that it did. Bearing in mind that this is that
building of almost 14,000m2 square meters, the capital cost of
which was approximately €51.3 million.

LG

Were you aware of size of the winning bid relative to the cost
estimate for the project?

DB

(Misunderstood the question – assumed that the estimate was
the SPV’s estimate)
No, because that was part of their risk. I suspect that in certain
areas it cost more. The marine engineering workshop, which has
a full engine room set out inside it, the people who were doing
that went bust in the middle of it. But it was not our problem.
Had it been an exchequer funded project we would have ended
up carrying the cost for that. We simply asked them what were
their plans for completing the marine workshop.

LG

(Deciding to keep with this point now rather than raise it later)
I am aware from talking to the operator that some aspects of
the project cost more than anticipated.

DB

They obviously had to try to make savings elsewhere and try to
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offset that. But it was not our risk. This is a good example
because the marine engineering workshop is an expensive area.
So from a risk point of view, PPP is a very good approach.
LG

Continuing on the theme of risk, what were the risks that were
retained

by

the

DOES

as

opposed

to

those

that

were

transferred?
DB

The operator carried all of the risk (construction). In relation to
the borings on the site, we did this to be aware of the level of
risk that was involved and we made the information that we
gathered available without prejudice to the bidders, but they
carried the ground condition risk and had to carry out further
investigation themselves.

LG

In relation to other risks such as changes in legislation, who
carries these?

DB

That was carried by the DOES.

LG

And risks relating to time, construction, availability?

DB

All carried by the operator including the risk of running the
facility for 25 years including the simulators. We obviously kept
the damage caused by students, say to a lathe, we can’t blame
Focus for that, or vandalism by students – we have to take that
one as well. So we kept very little risk other than the normal
level of risk associated with using the college, for example, if a
student was to damage a computer, we have to keep the risk on
that - we can’t blame Focus for that and there are procedures
for sorting it out.

LG

In relation to the quality of building, how satisfied are you, first
of all, with the exterior design of the facility that you got?

DB

We were very satisfied. There were three different designs. We
wanted a very functional building and all of the bidders were
made aware that functionality was very high on the list of
priorities. The building delivered was one of the most functional
of the designs presented. It’s quite a simple building for access.
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They have grouped external usage quite close to the lobby
below. For example, the main lecture theatre is on your right as
you come in the door, the multi purpose hall is on your left and
the canteen is straight in front of you. Most people entering the
building are going either to a lecture, to a sports activity in the
hall or to a function in the canteen. We found their architectural
firm BDP particularly helpful and they used a huge amount of
common sense throughout. We were very impressed with their
architects. We find the whole building to be very pleasing and
have not had anyone say yet that something looked awful.
The ponds front and back are a lovely addition and the timber
walkways around the front and the sides and all of these pieces
set off the place well.
LG

Did you have much interaction with the architects during the
design?

DB

Yes we had.

LG

Normally in a PPP, a brief is given to the bidders and the bidders
then ask questions of the client in order to prepare a design.
Was this the way in which this project worked or were you more
involved in the design?

DB

Yes, there were three of us involved, myself, Commander Tom
Touhy of the Naval Service and Michael Delaney of CIT and we
acted as the local project team. Our attitude was to work as a
small group. I was engineering, Tom was navigation and Michael
was legal and financial. We acted as a team, having our own
internal discussions which we would agree and that would be
the policy which we took forward to the meetings we had with
the operator. One of the main things that we were given was
the budget and we were not to exceed that.

LG

So did you have to revert back to the Department for a decision
if the decision was within the budget?

DB

No. That meant that we could do deals locally making savings
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where we could and spending money in appropriate areas. We
were able to discuss openly with the operator the areas where
savings could be made and the amount that was now available
to do other things. We had an excellent relationship with the
operator.
LG

As this was a PPP, was there anything about the way in which
you dealt with the operator that made you particularly wary?

DB

Not particularly. It was our duty to get the best possible deal
with the best quality and finish that we could get within the
budget that has given. The Operator had to decide what to put
into the building but if we weren’t happy we would point out
that it didn’t meet the fitness for purpose requirements.
In the procurement stage, there were three meetings with each
of the groups (bidders) and we would meet them for a period of
about two hours where they would raise questions about the
project. The first meetings were very exploratory but they had
very comprehensive information from the Invitation to Negotiate
document. This was quite detailed – for example, it contained
room data sheets that showed what was required in the room –
so they knew what was needed. In most cases we had also done
adjacencies so that they knew what had to be grouped together.
They then had to put all of this together in a building. We
weren’t concerned with the corridor areas or the shape of the
building – we just wanted to ensure that we had the facilities
that we required. In the first meeting they gave us their
thoughts including their layouts and asked us if these met our
requirements. The next meeting was a technical meeting where
they would propose much more detail and it was here that we
had to be careful that anything we said could be interpreted as
an instruction as this would involve us taking on risk that we
shouldn’t take. We would have to phrase questions in such a
manner as “why have you chosen to do it that way?” and let
them justify the design.
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LG

Who advise you of the need to ask questions in this way?

DB

Dave Gordan and Gerry Murray had experience of this from the
(Grouped) Schools Project and they were aware of the risk
issues. Deloitte were also involved but we worked out our own
way of dealing with it within our own group. We would always
be clear as to the questions that we wanted to ask before we
went into a meeting and how best to ask them. Of course, they
(the operator) were also trying to read through our questions
and to find out why the question was being asked in the first
place. They would watch for the body language in the
discussions and would pick up on this very quickly.
They (the winning bidder) would suggest that they would show
us examples of the detail that they proposed and we took them
up on this – as if you are not dealing with construction all the
time you weren’t fully aware of what the finished product looked
like. This helped us understand the bids better.
The third meeting was to deal with a nearly finished design and
all of the organisations involved were represented at all
meetings.

LG

Are you happy that you got a building that was fully fit for
purpose?

DB

While hindsight is a great thing, and you would always like to
have got a few more things, I think that we got it as near to
right as we could. You also need to keep in mind that this was a
pilot project, so we were all learning as we went along. But
under the circumstances I think we did well.

LG

In relation to use of space, how well do you think that they have
done?

DB

I think that they have done well. The winning bid made better
use of space than the others particularly in the positioning of the
cylindrical drum for the 3600 simulator, but also in the
positioning of the simulation equipment within the teaching
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block with corridors on both sides and classrooms outside that.
This allowed them to have all of the simulators in rooms with no
windows – an essential issue as total darkness is necessary for
effectiveness of the simulation equipment.
LG

Were there any surveys carried out with the staff in relation to
their satisfaction with the building?

DB

No, prior to choosing a preferred bidder, but all of the drawings
from all of the bids were shown to the staff. So they were
consulted in the design phase and everyone had an input before
agreement was reached. Informal reaction from the staff
suggests that they are very pleased with the building, but no
formal survey has been carried out.

LG

In relation to the general equipment, how would you rate the
quality of the equipment that was delivered?

DB

It is very good. We could not say that we wanted a specific item
but we had to word things in a way that was loose enough to
give them an indication of how it would perform. So it was
specified by performance rather than by description. For
example we said that we wanted lathes that would be of the size
of and give the output of a Harrison M390 or equivalent. We
couldn’t say we wanted Harrisons as we would then have taken
an unnecessary risk - say for example if Harrisons went out of
business. When a different lathe was suggested, we took advice
from others as to their quality and satisfied ourselves that they
were equivalent.

LG

In relation to furniture, how suitable is the equipment delivered?

DB

It is of a high quality and again, we were asked to look at
samples of what was suggested before they bought it. I was
impressed with the strength of the chairs and when we tested
them we found that they were practically unbreakable.
The tables that were first suggested were square tables but we
indicated that rectangular tables were more suitable.
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LG

In relation to maintenance of the equipment, how has this been
conducted to date?

DB

There is on-going maintenance with everything. With the
lifeboats, this is on-going as they are in use all of the time and
they also need to be serviced regularly. With the simulation
equipment, there is a maintenance contract that covers the
updating of the software and already a number of updates have
been carried out. Because the software is constantly getting
more sophisticated, 39 computers have been replaced already.

LG

What is the speed of general maintenance?

DB

It is very good and there is a set time for getting it done. If they
don’t get it done in time, there is a penalty for that. However, if
a room is out of action and another suitable one is available, we
will use the second room.

LG

And how would you rate the quality of maintenance?

DB

It is very good. Pat Mitchell (Focus) has some excellent staff
here. I’m having difficulty in thinking of an example of a
problem as we speak. That doesn’t mean that things don’t break
down – but they are fixed without delay and to the standard
that you expect.

LG

How do you rate the cleaning of the building?

DB

The building is cleaned each evening and there are three people
here during the day to clean up as necessary. They are very
quick to sort out anything during the day and the standard of
the cleaning at night is very high.

Recording stopped at this point due to a fault in the recording
device. The remainder of this transcript is reconstructed from
notes taken by the interviewer.

LG

What are the procedures for reduction of energy costs in this
building?
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DB

The operator is required to compile an energy profile of the
building over the first 18 months of use. The data for developing
this profile has now been gathered. From this profile, an agreed
target annual energy use for the building will be developed.
Once the targets are set, the operator will be allowed to deviate
by a few percentage points above the targets without penalty.
Savings (below a few percentage points) are shared.

LG

Was there a problem with the initial KVA rating of the electrical
installation in this building?

DB

Yes, there was. It was initially too high. However, the operator
contacted the ESB and got the rating reduced. The cost of the
reduction was recouped within a year due to lower charges from
the ESB.

LG

Who is responsible for the costs of waste disposal from the
building?

DB

Waste disposal is part of the Operator’s remit under the project
agreement. They employ a person full time on the project whose
brief it is to manage waste disposal and cost saving initiatives
such as recycling.

LG

Has the income flow from catering that is due to NMCI begun
yet?

DB

Some income has been received. However, as the building is
operating at 40/50 wholetime equivalent students below its
capacity. The income is not up to full targets yet. This is an
issue that is being jointly reviewed between CIT and the
Operator. CIT has full access the Operator’s figures on this.

LG

How is the potential for 3rd party income being pursued?

DB

There is a requirement in the project that CIT and the Operator
will examine all avenues for potential income and take whatever
practical steps necessary to realise this income. Meetings of the
Liaison Committee every 3 months address this issue.
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To date a number of potential markets have been identified,
including:
•

Room hire to local companies (as the facility is located in
an industrial area;

•

Use of simulators in general management training;

•

Use of simulators in harbour and berth design (using
mathematical tidal models);

•

Other offshore services.

As there is considerable potential, negotiations are underway
with the operator to set up a separate (but jointly owned)
company to set up and run the activities that would realise this
income.
LG

Were there any Staff Transfer issues (to the private sector) that
caused difficulty?

DB

No staff were transferred.

LG

In relation to partnership, how was the concept of partnership
viewed by those involved in the project.

DB

The establishment of a small team who had the authority to
make decisions locally was a key factor in the success of this
project. It was also important that that team had the skills
necessary to run the project. The members of this team were
conscious from the beginning that they had only one opportunity
to get this project right. Consequently, they remained fully
focused throughout the procurement and construction of the
project. Issues that arose were considered fully and a practical,
pragmatic approach was taken throughout to resolve these
issues.
The approach of the Operator was also a key factor in the
project’s success. They viewed the project as a true partnership
and consistently worked with CIT to deliver the best facility that
they could. There were disagreements, as would be expected in
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a project environment but all parties worked together to find
solutions to these difficulties, while maintaining a very positive
working relationship.
The mix of personalities between the partners worked very well
and was a major factor in delivering a first class project while
maintaining a very positive working relationship.
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Appendix 6: Interview with Michael Delaney - CIT
Role:

Head

of

Development

at

Cork

Institute

of

Technology
Interview Date: 24th August 2006

Background
Cork Institute of Technology (CIT) is one of the partners in the
National Maritime College of Ireland (NMCI). As Head of Development
at CIT, Mr Delaney has a central role in the provision of the facilities
that CIT requires to achieve its mission. When this project was first
mooted, it was proposed as a partnership between CIT and the Irish
Naval Service (INS). Therefore, the matter of the NMCI being a
partnership pre-dated the decision to procure through PPP. In taking
the PPP route, the partnership ideal was extended to include a private
sector partner. Throughout the procurement, design and construction
phases of the project, Mr Delaney was one of a three-person team
empowered to make decisions on the suitability of the proposals from
the bidders and to negotiate solutions to issues that arose. This
team’s role in the project continued into the operation phase. The
team is now a part of the Liaison Group that manages the NMCI at a
partnership level in accordance with the Project Agreement (PA).

Objective of the Interview
This interview is one of two such interviews that were conducted to
gather data relating to the level of success or failure that has been
experienced in the NMCI project in relation to the factors of Risk,
Value and Innovation.

Interview Procedure
The interview was conducted using the Strategic Conversation format
and was recorded electronically. Supplementary notes were made
during the interview. The procedures for recording and verifying the
accuracy of the interview were agreed and the following is a transcript
of the interview.
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The transcript has been edited to remove any comments that were
made where the interviewee stated that he wanted to make a
comment “off the record”.

LG

Looking firstly at the make up of the Project Board that was set
up to procure this project, what were the areas of expertise that
needed to be covered by this Board and how well were they
covered?

MD

We needed knowledge in two aspects, the first being the
technical knowledge of the facilities that were required and the
second being the knowledge of the process of PPP.
Donal Burke was very aware of this and he said from the start
that what he wanted from me was the knowledge of the
process. But while both and himself and Tom Touhy from the
navy were very strong on the technical requirements, they also
made it their business to understand the nature of PPP and the
mindset that you must have to make it work. It is very
important to understand the technicalities of what you want, but
you are in danger of going too far in specifying too much if you
don’t understand the process.
In doing this, we never named the actual equipment that we
wanted, but what we did do was to specify the performance that
was required. We knew a particular piece of equipment that
would meet this and we would specify the output that this
equipment would give. For example, with the lathes that we
needed, we knew that there were some makes on the market
that were of a higher quality than others and even though there
is a 25 year supply and maintain contract on them, that is only
one aspect of them. Their functionality is another aspect and the
way we defined that was by taking two lathes that we knew
would meet the requirements and writing a generic specification
that we gave to the bidders. The bidders then had to do their
homework to find something that would meet the specification.
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We couldn’t specify one because they had to carry the risk for
25 years and if the manufacturer of one we specified went out
of business, the risk would fall back on us.
The key thing is that you have to have the technical knowledge
to know what you need but you also need the knowledge of the
process so that you can get it within the rules of PPP. If you
don’t specify your requirements at the outset, you can’t blame
anyone else afterwards if you didn’t get what you need. The
user requirements are everything, the building and what you are
going to do with it, the room data sheets etc, which should go
as an appendix to the contract, these will capture everything to
do with the equipment, the fit-out and so on.
That is the area that most of the bidders struggle most with.
Once you get the design of the building, you can envisage the
building, but it is the technologies going into it that they have
difficulty with, particularly if they are unfamiliar with the
technology.
The lathes were one example. Another example was the main
propulsion engine.

The specification said that we needed a

marine engine of modern design for teaching purposes. The first
question that we were asked was if this could be a 2nd hand
engine. We said that it could but it would be theirs to maintain
for 25 years. They proposed one engine and asked our opinion.
We were aware that this particular type of engine was known to
be troublesome and we alerted them of this stating that we had
no objection to its use but again pointed out that they would
have an obligation to maintain it in working condition for 25
years. So they sourced another engine. This one had been used
as a back-up engine to the generator in Harrods in London. It
was quite old, but there was only 20 or 30 running hours on it.
While they were keen on using this engine, the staff of the
college were not satisfied that it could meet the teaching
requirements and as it was not an engine of modern design. We
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also had concerns that they might not be able to get parts for
this engine in the future as it was quite old. They went back,
relooked at their lifecycle over 25 years and decided that the
best course of action was to buy a new engine as they wouldn’t
have to do a major strip down of the engine during the 25 year
life of the project.
LG

This brings us to the area of risk and how well the risk transfer
was managed. How aware was the Project Board of the risks
specific to a PPP?

MD

The Operator carried the construction risk. They also carried
planning risk. This is an area where they really have to do their
background work. They have to consult with the planners in the
local authority to find out what the issues will be in getting
planning permission. They have to be thorough on this and this
involves spending time and money to get it right. So with PPP,
when you appoint a preferred bidder, they are within weeks of
being able to submit a full planning application, because they
have put a lot of work into developing it at bid stage. Of course,
in doing it this way – while they still carry the risk – they can
eliminate a lot of the risk by having detailed discussions with the
planners. In particular, they would then have avoided the risk of
the planning failing – for whatever reason – after being selected
as preferred bidder.
There was an example of a change that was required in the
planning permission in that the design that was accepted by the
planners used the concept of open access to the grounds and
the car park at the front of the building. The operators were
aware that they were carrying the risk for security and
vandalism that would be caused to the building by a 3rd party.
We did question them on this at bid stage, as we wanted to see
any design that there might be for gates or fencing that they
may have. It wouldn’t affect the functionality of the building but
we wanted to be satisfied that they were in keeping with the
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facility as a whole.
However, as the project progressed, a number of stories
emerged in the press regarding traders setting up in open areas
and they became increasingly aware that having such an open
unrestricted space so close to the ferry port could lead to
unwelcome use of the parking areas that might lead to
availability issues that might affect the whole facility. But the
main issue that came to the fore was the potential insurance
implication that unauthorised use might bring.

The insurers

insisted that there would be a fence and that there would be a
temporary fence in place until the permanent fencing would be
erected. This involved the going back to the local authority,
getting planning permission for the fence and erecting the
permanent fence. Under a traditional procurement contract that
would have been our risk and at our expense.
Under construction risk, they had to build a facility that was fit
for purpose. Their engineering consultant was very insistent on
a very highly quality specification for the slipway. This was a
result of passing down the risk to their designers. Consequently,
the engineering consultant would not accept the risk unless it
was built to the high quality specification and this resulted in
higher construction costs than they had budgeted for.
If we were doing this under a conventional contract, it would
result in a cost overrun to us. So planning risk and construction
risk was passed down as well as the operation risk.
LG

How was it decided which risks were to be transferred?

MD

There was a risk matrix that was prepared by Deloitte at the
start of the project. These risks were graded from unlikely to
occur at the low end up to highly likely. In addition, we did a
number of site condition surveys to be aware of the likelihood of
risks before the procurement began. These were given to the
bidders without prejudice. It is important to do this, because the
more of it that is done the more certainty that there is on the
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actual risks that will exist and the lower the cost that they will
charge for taking the risk. So you end up paying less in the long
run.
Of course, the bidders will still carry out their own surveys but
these will be done at their own cost and at their own risk.
LG

Did they carry the archaeological risk?

MD

Yes – though this isn’t always the case in PPP. Of course, they
evaluated the possibility of such a risk and built it into their
price.
One of the mindsets that you get with those who have a
principled objection to PPP is that money paid to carry risk is a
waste when the problem does not occur. I disagree with this
because you are just insuring against a possible delay or loss. If
the loss or delay doesn’t occur there should be no more of an
issue about it than with any other insurance where the event
you are insuring against doesn’t occur.

LG

At the outset of the project, did you go through the risks with
the bidders and point out specifics that they had to be
particularly aware of?

MD

Yes we did.

LG

Rather than to try to transfer the risk, did you work in any way
with the private sector to try to reduce the risk?

MD

The principle that we took was that anything relating to the
curriculum was our risk. Some risks were shared. For example,
if there was an accident when the jetty was being used during a
training exercise, it would be an issue for the operator if the
accident was caused by a malfunction of the equipment. In that
case they would be liable. If it were caused by misuse or lack of
knowledge of the correct use of the equipment, the operator
would not be liable.
This came up when we were insuring the building, because we
carry insurance there as well. While it might be argued that
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responsibility for providing public liability insurance is all theirs,
it may not be. For example, suppose a visitor to the building
slipped on a wet floor. In theory, we would say that it is their
job to ensure that the floor would be clean and dry. However, if
they had taken reasonable measures and there had been some
people throwing water around a few minutes before, it might be
argued that it was unreasonable to expect that the operator
would have had time to clean it up – so there are areas of
shared risk and these need to be fully thought out at the start.
One area that they don’t carry the risk on is in the obsolescence
of the IT. The reason for this is that it would be impossible to
predict how IT will develop over the next 25 years and it would
cost too much to transfer this to the operator. So we went for a
3-year supply and maintain contract. So if hardware becomes
problematic after 3 years, the College is carrying the risk.
LG

So it was up to the College to come up with a further agreement
after the 3 years?

MD

Yes or to take it on directly themselves. There are two issues
with IT equipment after 3 years. Firstly, unless they are really
misused, they have a life beyond 3 years. In this project, we
have just over one year to go in the 3-year contract and we
then have to decide if we want to maintain them directly or do
we sign a further maintenance agreement. Secondly, the
computers become ours after the 3 years and we would need
some type of phased replacement plan so we have an
opportunity to stagger the replacement so that we are not
facing a big replacement bill every 3 years. But we are
beginning to address this now so that a structure is in place
when the 3 years are up.

LG

What other areas of risk were identified?

MD

We carry the risk of the misuse of the building, but normal wear
and tear stays with the operator. We made it clear early on that
we would need to see their preventative maintenance plan for
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both the building and the equipment.
So overall then we knew what we could handle ourselves, and
what the operator was better placed to handle. We put a lot of
thought into it and it worked well.
LG

Do you think that the operator would agree that the risks were
well allocated?

MD

One of the areas that they probably got caught for is that the
building is designed for a certain amount of students and the
catering income is not as high as they expected. As we were
already providing the equipment and the power to run the
kitchens and the operator is charging for the food, we made a
deal whereby we would get a guaranteed income from the
catering and vending service. Because their income is lower
than expected they are losing money on this. But clearly, there
are areas that they are doing better than the expected so it
balances out.
The level at which students spend on their lunch is very cost
sensitive and they have had to adjust the type of food they
serve and the prices to compete with other local outlets where
food can be purchased.

LG

Was there anything else related to risk, that was considered
during the early stages of the project, that had an effect later in
the project?

MD

We had the benefit of learning from the schools project
(Grouped Schools Project) that had been carried out before the
NMCI project. One thing that became clear was that we needed
a system for checking that we had received all of the equipment
that we needed to carry out the training that would take place in
the college. It was clear to me that there was a significant
amount of equipment on our project and that we needed a
system to control it. While Donal Burke and Tom Touhy did
check

the

equipment,

we

needed

a written

record

that

everything had been accounted for and we needed an asset
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register to ensure that we continued to have everything we
needed.
To action this, we hired a local firm with experience in this sort
of work to carry out an audit of the equipment before handover.
I suggested that they begin with the two Computer Labs so that
they could get a feel for the building and to establish their
methodology for carrying out the remainder of the work.
They picked up a few small things in the task – but nothing
major – but it was very reassuring for us to be confident that it
had been thoroughly audited at the start. The things that were
picked up related to decisions that we had made during the
project such as the types of tables that would be used in rooms
that were designed for 40 students. Some chart work would be
carried out in these rooms so we decided to put in a slightly
bigger table in some of these rooms. As a result we got 37
tables in these rooms. When the auditors checked they picked
up that there was a smaller number of tables in these rooms but
we had a paper trail through the change mechanism that we
had in place to show when and how this had been agreed with
the operator.
On the cost side, the bigger tables were slightly dearer, but the
fact that there were less of them balanced the cost out so there
was no cost implication. It was a boost to us to see that we
could account for these changes as an independent audit might
query them in the future.
Another thing that came to light was that there wasn’t a
computer in every classroom. What had happened was that
there were a few excess workstations in the computer labs and
the

staff had

moved some

of the

computers

from the

classrooms to the extra workstations in the computer labs. What
this highlighted was that we needed a control system that would
record that a computer had been moved from a room and to
where it had been moved.
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In another case we had agreed with the operator that a small
amount of equipment for one on the rooms would not be
provided immediately and that an appropriate amount of money
would be held in reserve to buy it some months later. When it
had been picked up by the audit, it provided the impetus to the
relevant people to decide on the actual equipment required and
gave the operator the chance to close this issue out.
LG

Were there any things that others could learn from your
experience, just as you learned from the schools project?

MD

There were a number of things.
One thing was that everyone should be clear who has the
authority and the responsibility to sign off on each aspect of the
building. It is equally important to make sure that one of the
public sector team who does not have such authority, does not
unwittingly make

any suggestion

that

something will be

accepted or that any aspect of the work should be carried out in
a certain way.
A second thing was to be conscious of the contractual
relationships. The client only has a contractual relationship with
the SPV. It is up to the SPV to communicate with the contractor
– even if the contractor in part of the SPV.
A third thing is to understand the relationship that the
contractor has with the SPV and the level of risk that has been
passed

down

to

the

contractor.

For

example,

does

the

contractor have responsibility for design through a Design &
Build contract or is the design a separate package? This
relationship can define whether decisions are driven from a
design perspective or from a financial perspective. It is therefore
very important to understand the objectives that could have the
biggest influence on decisions in the project.
A fourth thing that should be asked how they are going to
manage the installation of specialist equipment. It is important
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to know how they will handle this and the level of expertise they
have in dealing with specialists. It is also important to know how
much influence the FM partner has in the design and the level to
which the FM people are involved in procurement. A high level
of FM influence at that stage could produce a tendency to
influence decisions from the lifecycle cost aspect of the project
to the detriment of the performance requirements aspect of the
project.
LG

Was there any issue that arose during the procurement process
that changed the way in which risk was allocated?

MD

The only thing that comes to mind was that we set up a Health
& Safety committee to ensure that there is H&S compliance in
the use of the building. In that way, some risk was shared but it
wasn’t a change that had any consequence on the contract.

LG

Looking then at value as a product of time, cost and quality, to
what extent were the value objectives met?

MD

The project was delivered comfortably within the dates agreed
and I think that we would have struggled to get it in that time
with a conventional contract. There is a different approach from
the builder when you have a PPP because it means that you are
completing the building with a full fit out and it has to be ready
for operation from the handover date. Slippage is therefore not
an option.
There was a good example of this in the installation of the two
training engines. They had arranged that the engines would be
lifted into place on a particular Monday morning. The suppliers
were so anxious to meet their part of the contract that the
engines arrived on site on two low-loaders from Germany on the
Thursday evening of the previous week. The site manager told
the drivers that the crane was hired to lift the engines into place
at 10am on Monday morning and told the drivers that it could
not be rescheduled earlier. The drivers were allowed to park
their trucks on the edge of the site on condition that they would
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indemnify the contractor from any damage that might occur to
the engines in the interim. The drivers took shifts minding their
lorries until the following Monday when the crane duly arrived.
At precisely 10am, the first of the engines was being lifted into
place and the entire operation had been completed by 11.30am.
The crane then moved an oil tank from one location to another
and was gone off site by 12.30pm.
What was so impressive about this was that the bund walls had
been

built

around

the

tank

and

the

pipe

fitters

were

reconnecting the tank by 4pm that evening. The level of
planning in that day’s work alone was exceptional. If the project
had been done by a conventional contract, the coordination of
the delivery of the engines with the construction work would be
very difficult to achieve as they would be separate contracts and
the amount of red tape that would have been involved in the
hiring of the crane would have been phenomenal. Yet in a PPP
contract, it all happened like clockwork simply because the
responsibility rested entirely with the SPV to meet the finish
date. The SPV will not get paid anything for a delay, so there is
an onus on them to make sure that they don’t occur.
The other thing that is relevant is that the PPP contracts in
Ireland now have a mechanism that would allow the building to
be handed over early. This would result in an earlier start to the
income stream, so the SPV is incentivised to finish even earlier
than the contract handover date. This also leads to planning for
greater efficiencies in the construction process. The DOES
shares in the benefit through a reduced monthly payment up to
the original start date – so everyone gains.
From a cost perspective, we had a target cost that we had to
stay within and we achieved that. From the quality, we were
very clear on what would meet fitness for purpose and we
achieved that.
LG

With innovation, there are two elements namely Cost Saving
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and Product Enhancing. What innovations were achieved on this
project?
MD

One thing that comes to mind is the provision of a dedicated
maritime studies library. This was a new thing, because they
never had a separate library before but they had access to the
general CIT library. We were aware of the costs involved in
manning a separate library and we asked the bidders to come
up with ideas for how the service could be provided. They
examined the potential use of the library and the times of day
that the high or low demand would occur. They looked at a selfregulating system where a student could check a book out
him/herself and there were proposals for cameras on the exits.
The bidders were made aware that they would be responsible
for the stock of the library and while there is normal levels of
wastage, they would be liable for security and a level of wastage
through pilferage or other damage that would be higher than
average. They came back with a proposal for providing a loan
facility at certain times of the day and routing the traffic to the
library by the desk of the computer laboratory supervisor. The
person that processed the loans also supervised the computer
laboratory

area

and

was

also

trained

to

work

on

the

switchboard. Since the college opened, she has also been
involved in the development of the website. This was where the
innovation of using the private sector came in, because in the
public sector, we would not have been able to combine services
in this way. So we ended up with the library at a much lower
cost than we could have achieved if we provided the service
directly ourselves.
The procurement and classification of the books would still be
done through the main CIT library in Bishopstown and this
ensured that the chief librarian had a level of control that was
necessary for the NMCI library to be classified as part of the CIT
library system. As CIT provided the software that manages the
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borrowing from the library, the NMCI person was provided with
training in the use of the software at the main library. So every
book that is held in the NMCI library is listed on the CIT
Millennium software system and its status as to where it is and
whether it is on loan on not is shown in the same way as a book
in the main library. Similarly, books that are held in the main
CIT library are available to staff and students in NMCI. That way
they can go online, view what is available and get a book sent
out to them at the NMCI library.
This was a new way of doing things and it was viewed initially
with some reservations by the CIT library staff, but these
concerns have diminished now that the system is in use and
people see that it is not a threat to the way in which the main
library is run.
LG

Was there anything in the project where you set out deliberately
to do something differently?

MD

The simulation system is completely different to anything that
was available before. We wanted a system that was entirely
integrated and what we got was seventeen simulators that could
work in any combination either separately or together.
So for example, you could be in one of the simulators piloting a
tug while another person is on an engine simulator that controls
your engine and you could have someone else on the main
simulator that is controlling a tanker. All of these could be
sailing into or out of the same port at the same time. This
means that students of different levels of skills can be
challenged in different ways using the simulators. So this was
something completely different.
This is provided to us under a contract that runs for the full 25
years of the project agreement with all software upgrades that
become available during that time. We found a facility that was
somewhat similar to this but not as advanced in Canada and we
took a lot of advice from them in writing the output specification
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for what we wanted. Based on the Canadians’ experience we
stated that running such a system typically required two major
hardware upgrades timed at eight to ten years apart and that
this must be provided for in the bid. In addition, if the software
required increased processing power, this had to be provided
between the major hardware upgrades. Indeed, as a fairly
major software upgrade has already become available, a fairly
significant upgrade of the processors has already taken place.
LG

The other innovation that has been commented on by other
interviewees is the energy efficiency of the building. How well
has this worked in practice?

MD

This is something that is being reviewed at present. An energy
monitoring process is being carried out at present and based on
the outcome of this; we will be able to see how energy efficient
it actually is.
But a number of interesting issues have arisen relating to
energy.
For example, relating to the survival pool there was a lot of
debate as to what the temperature of the water should be. In a
normal swimming pool the water is kept up to about 29oC. In
some training facilities the temperature of the water is set at 911o C to replicate actual temperatures in the sea, but when we
checked with people who have been a long time training in
survival techniques, they said that these temperatures are all
right for people that are in and out of the water fairly quickly,
but if you are instructing in the water – even in temperatures up
to 15oC, your body will begin to react to the low temperatures
after a period of time. First a person will begin to shiver, their
teeth will start to chatter, and then their concentration will begin
to go.
The discussions that we were having prompted a lot of debate
on this subject and as a result, best practice internationally is
now that the temperature in a survival training pool should be
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between 19 and 23oC. One of the surprising things that we
found was that when the temperature was brought up to that
level, the energy needed to keep it at the correct level was
negligible.
Another design innovation from the point of view of energy use
is that the facility is designed as three blocks, each with a
different function. Block A would be the wet and dirty area. The
front end of it is the engineering area and the back end is the
survival pool. That area is no different than a conventional
factory building and uses energy in that way. On the other
hand, the part of the building that houses the IT and simulation
equipment needs very little light and generates a lot of heat.
Because of that, this block is in the middle of the building. This
results in a very efficient use of energy in the building. In
addition, the design of the ceilings uses coffers that retain heat
and allow it to dissipate back to the room when the temperature
of the room begins to drop. As well as that, the design of the
building was such that, natural lighting was maximised in the
teaching areas and the siting of the roof lights was designed to
suit the amount of light needed for the different functions that
would be preformed in different parts of the building.
Yet another innovation was where they stacked the 270o and
360o simulators one above the other and then added the chart
room on top. This resulted in the chart room giving a panoramic
view of the harbour, which is a stunning effect.
LG

Why do you think that these innovations were achieved?

MD

When you have three different bidders, each with a different
design, the designers have to work very hard to give their bid
the edge that could be the clinching issue that wins the bid. This
particularly true in a PPP, when the designers are tied into the
overall structure of the SPV and have the opportunity to refine
the design through a series of clarification meetings with the
client. By the time that they have reached the bidding stage,
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the designs are well developed – they are no longer just
concepts – and they have cost a lot of money. The further they
go in the bidding process, the greater the need to win the bid so
that they will cover their costs. This heightened level of design
competition is not in place in a conventional contract.
LG

From either the value or innovation were there any issues that
changed during the procurement process that affected the
process?

MD

There was no change from our side, but I think that the winning
bidders had to work very hard to achieve their own targets. But
this was achieved by their approach to innovation. You have to
remember that we were all learning on this project – even
though the schools had gone before it – there were still new
things happening here.

LG

How would you rate the level of quality that this project
delivered?

MD

It is of a high level and that is a reflection of the approach of the
SPV to running the building. The simulators I mentioned earlier
have already had an upgrade. They have a full time IT
technician on site and this ensures that there is very little
downtime with any of the computers because they keep a few
spare computers available at all times. The cleaning and house
keeping is very impressive. They have just undergone what they
call the “deep cleaning” and in a place like the kitchen area,
they

literally

take

the

place

apart

during

this.

In

a

conventionally run building, this simply wouldn’t be done. So the
quality is excellent.
LG

Are there any other lessons that could be passed on to others
from this project?

MD

Yes. The client side should be very clear on what they actually
need rather than what they would like to have. It you start
talking about “state of the art” buildings, the bidder will take
you at your word and you will be asked for a price that reflects
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this. The other thing is that you must be careful about risk,
because the higher the risk and the greater the penalty for
failure, the more you will pay for it.
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Appendix 7: Interview with Dave Gordan (1)
Project Role:

DOES Project Manager on Grouped Schools Project

Interview Date: 27 June 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place. The transcript has been edited to
remove any comments that were made where the interviewee stated
that he wanted to make a comment “off the record”.

LG

We will begin with the risk on the project and at the ways that
the public and private sectors would have approached the risk.
In that context, what were the main objectives in relation to
risk?

DG

There were specific reasons for going into PPP such as
innovation, taking the school principals away from the running
of school buildings, etc – there were 4 or five reasons - and
these are outlined in the C&AG report (Comptroller & Auditor
General 2004).
Also, we knew very little about PPP at the time. It was the first
time PPP was done in Ireland for an accommodation project and
also for a project where there were no user charges. So it was
the first non-user charge project and the education projects still
are the only accommodation projects that are non-user charge.
The whole question of risk for the unit was a learning curve. So
we hired consultants that had experience in PPPs.
One of the first things that we wanted out of the process was
that it was done quickly. There was no point is going through
the process unless it showed a benefit related to time. What we
have discovered is that it takes us half the time to procure
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under PPP than under traditional procurement. That can vary
down to a third of the time but in the Grouped Schools we
worked out roughly half the time. We had a timetable set out for
the procurement process to bring it to preferred bidder stage
and we met all of the output time scales that we had set.
Roughly it took 9 months to a year to evaluate the projects. So
the first risk objective was to deliver on time.
Other than that, the risks were the normal PPP risks that are
identified in the C& AG Report, such as the construction and
planning risks.
LG

Who decided the risks to be considered?

DG

They are standard PPP risks but we were advised on them.
There were other risks that we took on that we didn’t transfer,
such as the Demand risk. We took this on because we should
know best, from our own data, how many pupils will use the
school. If the private sector were taking that risk they would
have to provide a school that could accommodate whatever
number of pupils that came to it over the years. While the
private sector will do that, they will charge a fortune for it. So it
shouldn’t be a risk that you transfer.

LG

What were the criteria that you used to decide which risks were
transferred?

DG

We needed to look at a number of things under PPP. We first
looked at the data that we had such as the size of the existing
schools. We also had to look at the cost of running a school and
the standards to which they would be run. Of course, the
existing schools had funds raised by the parents to assist in the
running of the schools and this wouldn’t happen in PPP. This
means that there would need to be a price paid to allow the
private sector to full provide the school.
What the public sector needs to accept is that the private sector
organisation must make a profit if it is to survive. Our function
is to make sure that they don’t make super profits. There is a
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feeling (in the public sector) that because PPP involves the
private sector there is something wrong. So the mindset needs
to change. For example, if a bank can outsource its FM, why
can’t a school do the same thing? They outsource because they
get better value for money and the standard of service is set. So
should we. The public sector mindset needs to change to accept
this.
LG

So some risks were retained and some were transferred.

DG

Yes, and these were in the risk register. They were allocated to
the party that could best carry them. For example, construction
and availability were carried by the private sector because they
are in the best position to design, construct and run the
building. On the other hand the risk relating to the level of VAT
was carried by the State. If the private sector had to carry that
they would have raised the level to cover themselves against
any future increase in VAT over the next 25 years. So trying to
transfer certain risks does not make sense.
So we would have gone through the risks with our advisors and
taken a view to what should be allocated and where.

LG

How was the planning risk allocated?

DG

We took the risk on the outline planning and they took the risk
on the full planning. In traditional procurement we don’t go for
outline planning – we just go for full planning. But with PPP the
work that needs to be done before you go to the market means
that you need some level of planning. By having outline
planning, a bidder knows that a school can be built on the site.
However, the details of the school would be a matter for full
planning. Using this process we could give the project funders
certainty that a school building would be allowed on the site.
Without this, the uncertainty in the process, particularly in
relation to the time taken to get planning would deter some
bidders from entering the bidding process and would result in
higher costs through bidders pricing in a greater level of risk.
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LG

Which were the most critical risks?

DG

All of the risks were important. To the department, the most
important thing was getting the schools up and running within
the agreement.

LG

Were the risks successfully transferred?

DG

Yes, the buildings were provided on time and there is no major
problem in the operation of them.

LG

Was there any element of the risk transfer that didn’t work
successfully?

DG

No, but there was a 3 month delay in the decision from the
Department of Finance in getting their final approval to enter
the Project Agreement. This was due to the fact that this was
the first PPP to get to this stage and they wanted to examine
every minor detail of the deal before approving it. This resulted
in the schools being handed over at the end of the 2001
calendar year which is half way through the academic year. This
resulted in the school staff moving equipment from the old
school in order to be ready to start classes after Christmas. This
should have been done by the operator but we agreed to it in
order to avoid disruption in the operation of the schools. In
hindsight this was a mistake because there was confusion as to
what should have been supplied new and what was actually
supplied by the operator. Some items had been delivered and
signed for but were missing and some were sent to the wrong
places. It took a huge amount of effort to resolve and it was a
lesson that we learned for future projects.

LG

How were the risks analysed on the project?

DG

We had meetings with our advisors to examine risk and get this
right prior to the ITN (Invitation To Negotiate).

LG

How was the risk allocation managed?

DG

What we did do at the beginning of the process was to issue a
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draft of the Project Agreement (PA) to all six bidders and asked
for their comments for improvements in the PA. When we got
these comments we held meetings with 6 bidders covering the
headings

of

Legal,

Financial,

Design

and

Operation

and

redrafted the PA. When we then gave the PA back out to the 3
ITN bidders they had to sign up to accept it and they couldn’t
deviate from it. So we couldn’t get into further discussions about
mitigating risk. We had an agreement that we all signed up to
and had to abide by at ITN stage.
However, at the earlier stage when we were discussing risk with
our advisors we considered each risk in depth. For example,
with insurance we took the view that the school had to take on
the vandalism risk within the school by the occupants during the
school day. However, the onus is on the operator that the issue
has occurred as a result of vandalism and not something else.
Outside of this the risk reverts back to the operator.
LG

Which risks were successfully transferred?

DG

All the planned risk transfers were successful

LG

Why were these transferred successfully?

DG

There are certain risks that the operator is better able to control
and some that are better left with the state. Generally, the
transfer was successful because the risks were allocated to the
party that could best carry them

LG

What issues relating to risk arose during the procurement
phase?

DG

None, these had been resolved before ITN. As it is now 5 years
ago, there may have been issues that were discussed but I can’t
recall anything significant that resulted in a change.

LG

How were these issues resolved?

DG

Mostly, if a bidder proposed a design we would ask them how it
would work and then judge it on fitness for purpose rather than
on the process.
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Value
LG

Leaving risk aside for the present and looking instead to Value
in terms of Cost, Time and Quality, what were the objectives on
this project relating to value?

DG

In relation to cost, what you do in a PPP is prepare a Public
Sector Benchmark (PSB). This shows what it would cost to the
public sector to provide the school to the same standard of
service as that being provided by the bidders. This is then
compared to the bid cost and if the bid cost is lower, then the
cost element of value will be achieved. The difficult part of the
comparison is deciding how the risk factor is priced in. In normal
public sector projects, the risk is not priced in. The other issue is
that the schools are being maintained to a different standard to
the traditional schools and the cost of this will need to be
benchmarked after five years to get an accurate figure of the
actual costs. Another issue is the state of the buildings after 25
years. In some cases the schools that were replaced in this
project were less than 25 years old. We assume that the PPP
schools will last at least 10 years beyond the end of the contract
because of the higher standard of maintenance but we will not
be certain until the initial 25 years are up. It is also true that
major works are sometimes carried out during the life of a
traditional school and the cost of these is not included in the
original costings. In PPP all of these costs are included at the
start, so it is difficult to compare like with like. One of the
problems with this project is that it was the first PPP and while
we learned a lot from it, there were lots of things that we were
doing for the first time. The PSB was one of them. The other
thing is that the Government Guidelines for PPP were only being
developed at the time and indeed many of them were written
based on the experience of the Grouped Schools Project – so we
didn’t even have the benefit of clear guidelines at the time.
In relation to time, we wanted to get the project completed
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earlier and in quality, we wanted modern buildings that were fit
for purpose.
LG

How were these objectives arrived at?

DG

These were decided within the Department before the project
began.

LG

Which objectives were identified as critical to project success?

DG

All three were critical. But everyone was aware that as a pilot
project, we were doing this project partly to learn about the PPP
process.

LG

In what way were these objectives critical?

DG

Politically, if these went badly wrong they would be held up as a
negative example of PPP for years.

LG

How were the value related objectives analysed?

DG

Internally

by

the

DOES,

having

taken

advice

form

the

consultants.
LG

How was the value management managed?

DG

We consulted widely within our own engineering section on the
different aspects of the bids as they developed. Where we didn’t
have the expertise in house we sought it elsewhere.
We also used the school boards in this process and we consulted
with them every 7 or 8 weeks. This gave us the requirements of
the school and clarified issues like the use of the existing school
outside

of normal school hours. On

the

basis

of these

discussions we allowed 300 hours for extra use for such things
as supervised study, etc.
LG

Which objectives were achieved (and to what extent)?

DG

The time and quality objectives have been achieved. Time will
tell the extent to which the cost objective has been achieved.

LG

Why were these objectives achieved?

DG

With time, the process proved faster and with the construction
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risk being transferred, there were no construction delays. The
quality objective was achieved partially due to the requirement
of the operator to maintain the building for 25 years.
LG

What issues relating to value arose during the procurement
phase?

DG

There were no major issues, but there were minor issues. None
of which had a serious effect on the project.

LG

How were these issues resolved?

DG

Issues that arose were dealt with in accordance with the
contract. The Operator took a very commercial approach to the
project and there was little or no give and take on the project.
Their attitude seemed to be that they were prepared to fight
through each problem rather than to propose a compromise.

Innovation
LG

If we define Innovation as a combination of Cost Saving and
Product Enhancing, what were the objectives on this project
relating to innovation?

DG

We wouldn’t get involved in Cost Saving Innovations as they
would be an issue for the Operator. If we began to specify these
we would end up taking back some of the risk. Effectively the
Operator presents a final figure. How they have got to that is
their concern provided we are happy with the design that they
present. The Operator uses this type of innovation to keep their
costs in maintenance down. An example of how we dealt with
this was the chairs. They asked us to pick a suitable chair for
the classrooms. We said no and told them that they had to pick
a chair that was fit for purpose. This was an issue for the
Operator to ensure that facility is delivered as fit for purpose
while reducing running costs over life of the project. It becomes
a saving for the DOES where the saving is used to contribute to
generating a lower tender price.

LG

So from a product enhancing perspective, what were the
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objectives?
DG

One of the reasons for doing a PPP was to gather information on
building design and the use of buildings with a view to
modernising the specification of traditionally procured schools.
What we have found is that PPP produces a better product up
front and as a result we have now reorganised our post-primary
building unit and our professional teams are now focussing more
on the life cycle element of the buildings in procurement, purely
based on what happened in PPP. So the knowledge gained in
PPP is being transferred back into the traditional building
programme.

LG

What potential innovations were identified?

DG

There were several such as new building practices, use of new
materials and use of school furniture and equipment. Examples
would include roof finishes and blockwork. The result is that our
traditionally procured schools are now being future-proofed in
terms of life cycle.

LG

One product enhancing innovation that you did take on was the
increase in circulation space. What was the reasoning behind
that that decision?

DG

We wanted to look at the effect of the increase in space. I’m not
sure if we did the right thing in bringing this into this project.
We used the PPP process to look at a number of things. We had
been getting complaints from Principals that corridors were not
wide enough. Because the Operator also controlled the design
and would be responsible for running the school, they were
given the option of increasing the circulation space within the
design by 5%.
Another thing that we learned was about the IT. We put in the
IT and gave the Operator a 3-year contract to look after them
because you couldn’t foresee the IT requirements over 25 years.
But to be honest this hasn’t worked well as some schools have
sophisticated systems that now have no backup. So under the
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new PPPs coming on stream now, the PPP contract will include
the cabling and the maintenance of the cabling but the provision
of the computers will be done the same as the traditionally
procured schools.
On the positive side, fitness suites are provided in all of the PPP
schools and it has resulted in increased fitness levels particularly
among the female students. A survey by the DOES Physical
Education (PE) inspector has confirmed a much higher uptake in
the level of participation in PE is apparent in the PPP schools.
Consequently all new schools will have fitness suites specified as
standard in future.
The other positive was playing pitches. PPP schools had the
pitches provided as part of the package. In a traditional school,
the pitches would be completed some time later subject to the
land being available and the availability of grant aid from the
DOES. This has now changed and the traditional school now
gets its pitches as part of the package.
LG

At any stage, did a bidder come to you and suggest that they
could provide something extra and outline the cost for such a
service. For example, was it a bidder that raised the issue of
extra circulation space?

DG

No. This was in the output specification. But what we really
should be doing in PPP, is clustering services such as schools
and libraries together and run them with commercial facilities so
that they bring in an income.

LG

In your view, which innovation-related issues were identified as
critical to project success?

DG

Cost

saving

objectives

had

to

meet fitness

for

purpose

requirements. If there was a problem we would ask the operator
a question that would prompt them to re-examine the design.
Product enhancing innovations was important but not critical
LG

In what way were these issues critical?
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DG

If fitness for purpose was not met, the school would be
unsuitable and the DOES would not pay for such a facility.

LG

How were the innovation related objectives analysed?

DG

Product enhancing innovation was openly examined due to the
pilot nature of the project. This allowed the DOES to deviate
from the standard internal schools specification.

LG

What process was used to manage the use of innovation?

DG

Increased school size (by 5%) was a requirement in the tender
documentation. Other innovation related issues were evaluated
by the DOES against the standard technical specification for a
school. DOES did not specify specific innovations as the
Operator carried the risk of ensuring that the facility met the
fitness for purpose requirements.

LG

Which objectives were achieved (and to what extent)?

DG

The issue of increased circulation space has resulted in positive
feedback. The materials will lead to increased lifecycles of the
buildings – particularly in the roofs. There is a higher standard
of furniture and equipment and there is an increased fitness
levels in female students due to the provision of fitness suites

LG

Why were these objectives achieved?

DG

These mainly arose from cost saving innovations that keep costs
down. It is in the interest of the Operator to keep these costs
down.

LG

What issues relating to innovation arose during the procurement
phase?

DG

There were no specific issues relating to innovation that
surfaced during the procurement phase.
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At the end of the interview, Mr. Gordan was asked to carry out the
exercise below.
He allocated the points as shown.

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

25

Value

20

Innovation

15
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Appendix 8: Interview with Mark Cherry
Project Role:

Project Consultant with Farrell Grant Sparks –
Advisor to DOES on Grouped Schools Project

Interview Date: 21 December 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place.

LG

I am looking at the circumstances at the beginning of this
project and trying to establish the attitudes that the participants
had at the outset. In establishing these attitudes we will
concentrate on the elements of Risk, Value and Innovation.

MC

Can I just give a broad indication of what defined the risk factor
of the project? There were no guidelines coming from the
Department of Finance at the time, this was the first PPP project
in Ireland. It was at a time when the construction market was at
total capacity and the DOES were looking for other ways to
deliver projects. Construction inflation was rampant, running at
over 1% per month.
When we were appointed advisers, our objective was to make
sure that the risk profile on this project was no different to the
risk profile on schools projects that have been recently
completed in the UK and in Northern Ireland at that time. In
addition to that we sought to improve the area of refinancing, as
the private sector was making large amounts of money by
refinancing

projects

immediately

out

of

construction.

We

brought in the split of the financial gains from refinancing on
this project.
LG

So the two main objectives that you had to were, firstly; to
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ensure that the risk profile was the same as for schools projects
in the UK and, secondly; to ensure that the DOES benefited
from the financial gains of refinancing.
MC

Correct, they were the two we specifically tried to tighten up on.

LG

Was there a view that as much risk as possible should be
transferred to the private sector?

MC

Risk there should only be transferred to the parties that are best
able to manage it. If you trying to transfer risk that the private
sector is not best able to manage, you will pay for it in the
unitary charge. So it will cost you more if you try to transfer our
risk that you are better able to manage. So the whole area of
risk is trying to strike a balance with what the private sector is
prepared to manage. Risk should not be transferred to the
private sector if it is best managed by the public sector.

LG

Which risks were identified?

MC

We made out a broad risk matrix at the start of the project, but
because this was the first PPP in Ireland there were issues with
it. Because we were trying to better what was happening in
other jurisdictions, the main risk occurred through the Project
Agreement. The risk matrix that was agreed in the project
agreement is shown in the C&AG report. In this project, all the
design risks were transferred, all the construction risks are
transferred, except anything to do with the local authority
charges - mainly capital contributions. One of the risks that we
tried to transfer but couldn’t was the ground condition risk
because of the foot and mouth outbreak. This stopped us going
onsite to do any site investigations because of the Department
of Agriculture wouldn’t allow it at that time. We had to take that
risk back ourselves and the bidders has to assume that they
were working in normal ground conditions. This led to problems
in two of the schools; in one case the ground conditions were
very poor and, in the second case, there was rock in the ground
just under the surface. In that case, there was a significant
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amount of work in channelling the rock to get drainage runs. So
we got caught for extra costs in those cases.
In normal circumstances the ground risk would be assessed by
the bidders on the basis of a topographical survey and
geotechnical survey. This information would be made available
to each of the bidders and then they would take any further risk
associated with the ground conditions.
It’s important to transfer all of the risks that the private sector
can manage, such as design, construction, service, operational
risks. One of the other key risks that we were able to manage
was the refinancing risk and the gains that we were we achieved
in refinancing.
LG

Which risks were critical to the success of the project and why?

MC

The whole project was critical as this was the first PPP in Ireland
and the use of PPP would be judged on its outcome. The project
agreement was the first of its kind in the Irish marketplace and
all of the bidders were looking at this agreement and deciding
on this agreement as to whether or not they would want to
continue to bid for such projects. The entire credibility of the
PPP programme was effectively riding on this project and due to
the closeness to capacity of the Irish construction industry many
of the construction firms’ future involvement in PPP could be
influenced by their experience in bidding for this project.

LG

What processes were used to analyse risk on the project?

MC

This was primarily the identification of headline risks and where
they were allocated. There no need to get down into the detailed
risk.

LG

What process was used to manage the risk allocation?

DG

Risk is assigned through market acceptance. For example, it is
difficult to transfer planning permission if you haven’t got some
sort of outline planning approval. With the ground conditions the
bidders had been told that a geotechnical survey would have
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been carried out. They would not take on the ground condition
risk without this survey. Construction inflation was another
example. At the time construction inflation was running at about
15% per year, so asking them to hold a fixed price on their bid
for six months, while the public sector decided to proceed, was
unrealistic.

The

percentage

cost

increase

was

therefore

negotiated.
So all risk allocation was effectively decided by negotiation. The
general principles of this procedure were agreed with all of the
bidders at the start and the details were worked out individually
with each of the bidders during the bidder liaison meetings.
LG

Were the risks successfully transferred?

DG

The standard core principle PPP risks were transferred. In
addition to refinancing risk was successfully managed and will
have a positive impact on future PPP projects.

LG

What issues relating to risk arose during the procurement
phase?

MC

The ground condition risk issue arose due to the Foot and Mouth
crisis and the discussions regarding refinancing continued on
through the procurement phase.

LG

How were these issues resolved?

MC

The issues were resolved through negotiation.

Value
LG

If we look at Value as a combination of Time, Cost and Quality,
what were the objectives relating to value?

MC

The first element of value in the project is that the bids would
be comparable to the basic building costs that the DOES would
have for building conventionally procured schools. Attached to
that, the quality was significantly better because, if you’re
taking the life cycle risk on a building for 25 years, it does not
pay you to use the cheap materials. You need to use good
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materials because they will last. And every time that you incur
expenditure in your financial model, therefore, the higher your
net present value (NPV) becomes and the less competitive you
are. This is because the NPV is the core principle that is used to
measure the values of each of the bids that is submitted. So
what you get is a spend-to-save approach by the bidders. So
they will use good quality materials and they will look for better
warranties from the suppliers. There was an example of this in
this project, where the bidders wanted to change the roofing
supplier because they got a better warranty from the second
supplier.
In addition at the end of 25 years the building still had to be in a
good usable standard and this further added value to the
project. It is also important to know that two of the schools
been demolished to make way for the new buildings were less
than 25 years old. One was nineteen years old and the other
was twelve years old. So these two schools had not reached the
minimum life that was being proposed for the schools which
would replace them.
LG

So there were clear quality object objectives. What were the
objectives in relation to time and cost?

MC

There were clear time periods established for the production of
the schools and these were shorter than conventional a
procured schools.
In relation to cost, there has to be demonstrative advantages in
going the PPP route.

LG

How were these objectives arrived at?

MC

They are standard objectives for a PPP.

LG

Which objectives were identified as critical to project success?

MC

The DOES wanted to ensure that the capital costs were
approximately in line with those for conventionally procured
schools. There was a slight margin by which they would accept
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an increase.
LG

In what way were these objectives critical?

MC

The DOES was accountable to the Department of Finance for the
costs.

LG

Which objectives were achieved (and to what extent)?

MC

Time, cost and quality objectives were achieved. The C&AG
Report on Value for Money in the schools does not fully agree
with this, but the C&AG came at this from a different
perspective. For example, it doesn’t acknowledge that there
were no Department of Finance PPP guidelines in place at the
time. We were also instructed to take the residual value risk into
account, we would not normally be required to do. The Report
also commented on a number of aspects that were outside its
remit. For example, it was critical of the agreement to allow
contractors on site before financial close. This criticism came
despite the fact that the contractor agreed to fully bear the risk
of the project not progressing. As a result of this criticism,
Departments will not now allow contractors to proceed at their
risk in advance of the financial goals on further PPP projects.
This is clearly a negative outcome of the report as an early start
could mean that the facility comes available earlier.

LG

How were the value related objectives analysed?

MC

A cost analysis was prepared as a PSC. But we didn’t have any
guidelines to prepare this to. So it was really a headline PSC for
this project. We were reluctant at that stage to produce
anything substantial, as the UK experience was moving away
from using a PSC.
The service requirements were included as part of the output
specification.
Time objectives were set by the DOES Planning and Building
Unit.

LG

How was the value management managed?
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MC

All of these were further negotiated during the procurement
process as different bidders came up with their own approaches
to the project. We didn’t get involved in Value Engineering or
anything like that as it was up to the bidder to come up with a
financially sound bid. If we got involved, we would have taken
some of their risk.

LG

What issues relating to value arose during the procurement
phase?

MC

The Department of Finance caused a delay in the procurement
process of five months as they wanted to deliberate on the
financial aspects of the bid.

LG

How was this issue resolved?

MC

We negotiated an increased cost with the bidder, based on the
construction inflation figures at that time.

Innovation
LG

What were the objectives relating to innovation?

MC

The main objective was to produce something better than the
DOES was producing at that time. In addition to that the
department took a decision to increase circulation space up to a
maximum of 30%. Traditionally it’s below that, in some cases as
low as 18%. The impact of this is that corridors are narrower
and therefore require more maintenance. Corridors become
grubbier, they are darker and the building feels inferior as a
result. When you increase the circulation space slightly, you get
lower maintenance costs because there are less pupils and bags
hitting off the walls. Where there is lower circulation, toilets are
smaller and there is more damage in the toilets.
So the innovation in this project revolved around the quality of
the build and the circulation which was increased up to 30%.
Most of the bidders increased the circulation space by 28-29%.
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The width of the corridors changed from 1.8m to 2.4m.
LG

How were these objectives arrived at?

MC

The guidelines for corridor space and circulation space were
given to us by the DOES Planning and Building Unit (PBU). At
that time, the PBU was reviewing its guidelines on circulation
space and this was an obvious project on which to try out
something different.

LG

If we look at innovation has been either product enhancing (for
which the department is prepared to pay more for a higher
quality product) or cost saving (where the quality remains the
same but the cost of providing it is lower), the innovations you
described are clearly product enhancing. Were there any specific
objectives in relation to cost saving innovations?

MC

No, the DOES did not prescribe anything like that at any stage.
This is an issue for the operator and to do so would take back
the risk. It would mean taking an input approach in the
specification whereas we took an output approach.
However, it is important to allow the private sector to innovate
so that they can control their life cycle costs.

LG

Was there anything else in relation to innovation that the DOES
wanted out of this project?

MC

Yes, they wanted to get a high standard of IT into the schools.

LG

Were any of the innovation-related issues identified as critical to
project success?

MC

No, they were important but not critical.

LG

In what way were these issues important?

MC

It was important to show that using the PPP process could bring
a benefit.

LG

How were the innovation related objectives analysed?

MC

The Innovation related objectives arose from question and
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answer sessions with the bidders and through the bidder liaison
meetings.
LG

What process was used to manage the use of innovation?

MC

The DOES architects would examine the proposals and satisfy
themselves that they were happy with what was proposed.

LG

Which objectives were achieved (and to what extent)?

MC

The designs of the buildings were very good. Very good quality
buildings were produced. The increase in circulation space was
achieved.

LG

Why were these objectives achieved?

DG

Jarvis had a very good design team that, internally, worked hard
to produce a top class design (edited).

LG

What issues relating to innovation arose during the procurement
phase?

DG

There were a number of small issues that were discussed and
resolved but none of them were major issues.

LG

How were these issues resolved?

DG

The bidders started with the generic output specification. When
their final bid was accepted the output specification was
changed to reflect what was agreed during the procurement
process. So it was an on-going developing process.
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At the end of the interview, Mr. Cherry was asked to carry out the
exercise below.
He allocated the points as shown.

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

25

Value

25

Innovation

10
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Appendix 9: Interview with John Farrell
Project Role:

Head of Jarvis Workspace FM on Grouped Schools
Project. (Currently Project Director with Hochtief
FM)

Interview Date: 20 June 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place. The transcript has been edited to
remove any comments that were made where the interviewee stated
that he wanted to make a comment “off the record”.

LG

As Hochtief has now taken over Jarvis’ interest in the Grouped
Schools Project, I need to clarify what your role was with Jarvis on
the project.

JF

My role was as Head of Jarvis Workspace FM, which is the FM on the
operational phase of the Bundled Schools project. I was involved
during the construction phase – the way Jarvis teamed up was that
they allowed FM to take a hands-on role during the construction
phase so that we can identify issues that may affect us long term.
The FM company takes the risk for the life cycle. We are then in a
position when we go to the construction meetings to say whether or
not we agree aspects of the design from a lifecycle perspective. For
example, with painting – we didn’t want the corridors painted in the
schools and the type of block that was selected would allow us not
to paint the corridors. That was a huge issue architecturally and
building wise. The architects felt that it was taking away from their
artistic expression in that we were saying that we wanted grey
walls. The particular block that we picked had a yellow hue in it, so
it wasn’t a plain grey block. We wanted the architect to use his
judgement. As the blocks had to come from Northern Ireland, the
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contractor on the Cork schools was finding that they were getting
between 5% and 7% damage during transportation of the blocks
over such a long distance. Eventually they went to a local
manufacturer who produced a series of blocks from which we
selected one. From then on, this manufacturer made all of the
blocks locally to that specification and the architect handled quality
control during construction. None of those walls have been painted
and we are now 3½ years into the project. We did have some initial
objections from the end users. In one school, where the teachers
had been very negative about the block walls, after a year, the
Principal asked the teachers what colour they wanted to paint the
walls. They responded that they now didn’t want them painted and
this, I felt, justified the position that we had taken from the start.
This resulted in a lower maintenance cost on the walls over the life
cycle of the school, which in turn resulted in a lower cost to the
public sector for the school.
LG

At the outset of the project, what were the specific objectives
relating to risk that you were aware of?

JF

The Department (DOES) dictated that certain risks were to be
transferred through the Invitation to Tender (ITN) documents.

LG

Which risks were identified?

JF

The risks that are passed to us are the Planning Risk and the
programming risk because we had to complete the project and it
had to open on time. These risks are obviously passed down to the
builder, but the SPV ultimately carries the risk. For example, in
Dunmanway, the planners insisted that a certain bridge had to be
built before the school could be completed. The bridge was not on
our property, so we had no control over it and we couldn’t build the
bridge. The location of the bridge was in a site owned by a local
developer who was building houses in the area. The planners put a
condition in both the developer’s planning permission and our
planning permission that the bridge must be built. We had to
negotiate and coordinate with the developer to ensure that the
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bridge was completed before the date that the school was to open.
In the interim, access to our site was non-existent, so we had to
make an agreement with another landowner to get access to the
site so that we could begin construction works while the bridge was
being built.
Then the construction programme that we agreed needed to be
maintained. For example, the issue of the blocks could have been a
problem if we couldn’t reach agreement on the block and has stuck
with the specification. Sisk would have had so much spoilage that it
would have delayed their construction and that would have been a
big risk for them, if they couldn’t get the walls built on time and
couldn’t progress the works as quickly as planned.
LG

Those were risks at the design and construction phase. Were there
any other risks that were identified?

JF

In relation to the operational phase, if you take it that the building is
constructed correctly. The type of door selected, the roofing
membrane, the door handles, the windows – all of the items that
break down during the 25 year life, the wear and tear of the
building. These are all risks. So if the door that they select isn’t
suitable or robust enough for a school situation, then we could
object and say that it is not secure enough, not robust enough. This
was passed down to the builder and they signed up to a 25-year
lifecycle. So if we wanted it replaced, it didn’t cost us anything
extra. So what we did in the schools was that we have no door
handles on the outside – there is just a push plate. But there is a
door handle on the inside so that you can pull the door open. You
don’t need to pull the door closed because it is self-closing. So they
are decisions that by taking away the handle on the outside, there is
no maintenance on the handle. It is not going to break down; you
were always going to have a door closer. So it’s looking at it in
minutiae at every aspect of operation.

LG

What risks do the DOES retain?

JF

There are some risks that we would have no control over, such as
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demographic changes. The DOES would retain those.
LG

Who takes the residual value risk?

JF

It has to be handed over at the end of 25 years as a building that
they can still operate, so there is a risk there that we have to
maintain it correctly. For example, in two of the schools that we
built, existing schools that were less that 25 years old were
demolished to make way for the new schools. Our schools will still
have life left in them at the end of 25 years. If not, we will be
building new schools for the DOES! So in the contract, they said that
the roof had to last 40 years and the other elements were given a
similar lifetime. So we have to give a working school back to the
DOES at 25 years. Part of our strategy and our cost model shows
what we would estimate would be the cost to maintain the school for
5 years after the 25 years. So we have done a cost model for 30
years and have determined the money that we will spend each year
up to year 25. And the cost model shows the DOES what they
should be spending in each year over the next 5 years to maintain
the school to the proper standard.
I’m sure that in year 21 or 22 the DOES will get a dilapidation
survey done on the schools and will tell us to carry out certain
repairs. We have allowed in our lifecycle fund for this so that we can
hand over the school at the agreed standard. For example, we
couldn’t hand over the school with it needing a full redecoration, so
we have planned our works so that our lifecycle shows a high level
of spending in the last 5 years.

LG

At any stage, did the DOES and Jarvis jointly examine all of the risks
on the project and look at a way of reducing risk?

JF

I’m not aware of that happening. They would have transferred it and
it was up to us, through the way we designed, built and operated
the buildings, to reduce it.

LG

In your view, which risks were identified as critical to project
success?
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JF

The planning permission was critical – particularly with the issue of
the bridge that had to be built by the other developer. Once the
planning was secured, the construction was critical and then the
availability became critical once the job was handed over.

LG

In what way were these risks critical?

JF

All three would affect income. The planning permission determined
when we would start to build the school and the finish of
construction was critical for Jarvis’ income from the schools to
begin. The availability is an issue for the 25 years. If part of a school
is not available the ongoing income is affected.

LG

Which risks were successfully transferred from DOES?

JF

All of the risks that were planned to transfer were transferred Planning

Permission,

Design,

Construction,

Availability

and

Operation.
LG

Why were these transferred successfully?

JF

PPP is all about the risk being carried by the party that is most
suited to carry the risk. Within the SPV, each partner bought out a
contract within the concession that covered the risk.

LG

How were the risks analysed?

JF

This would have been done within the SPV by brainstorming with the
other partners. We would have brought our experiences from the
PFI schools in the UK to the table. Jarvis has been building and
operating PFI schools for a good number of years and that
knowledge was transferred. For example, the idea of not painting
corridors came from the PFI schools. Also the floor finishes such as
the marmoleum we used – this was introduced into the design from
our experience of using it in the UK.

In the classrooms we went for

a high-end carpet that we would get 8 years life from. So there are
three replacements over the 25-year life of the school. Another
example of a decision relating to risk is the big plant items like the
boilers. The difference between taking a 15-year lifecycle and a
12½-year life cycle – even though it is only 2½-year time difference
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– is that you end up replacing the boiler twice with the shorter
lifecycle instead of once and the cost difference to the project is
significant. If these decisions are made at the costing stage and the
FM people are not present at the meetings, it makes life very
difficult over the 25-year operation period.
LG

How was the risk allocation managed?

JF

Within Jarvis, there would be different agendas between FM and the
builders because while we both have to get the job built, we both
have to make money and for me that means getting the life cycling
right and getting a product that lasts. So these issues would be
sorted out in internal meetings within the SPV where the different
partners took on the risk appropriate to their part of the job. This
would then be costed into each element and formed part of the
overall bid. In that way the cost of risk transfer became part of precontract negotiations with the client.

LG

What issues relating to risk arose during the procurement phase?

JF

There were no major issues. During the latter stages of the
procurement phase, the SPV decided to use a different roofing
contractor in order to reduce costs in order to give a saving to the
DOES. That caused use some difficulties but we got over them
because the supplier bought out the risk over 25 years.

LG

How were these issues resolved?

JF

We investigated alternatives available and made decision based on
the information available. The fact that the supplier carried the risk
made the issue easier to deal with.

Value
LG

Looking at Value as a combination of Time, Cost and Quality, what
were the objectives of this project relating to value?

JF

There were no joint objectives set with DOES. But you can only look
at value over the 25 years. As I said earlier, we demolished schools
that were less than 25 years old to make way for two of these
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schools. These schools had been built and maintained by the DOES.
Clearly, those schools did not represent value and the schools that
would replace them had to be of a different class.
What the DOES effectively wanted here was a school that would be
fully functional, well maintained and clean for every day of the 25
years. Because they had transferred the risk, they were prepared to
pay more for this and depending on how we priced that risk had a
big bearing on whether or not we got the project.
LG

So from the perspectives of time, cost and quality, what were the
objectives?

JF

From a time perspective, the objective was to bring the facility to
the operation stage an early as commercially feasible and this was
achieved. With cost, it was essential that we would identify life cycle
costs and structure the price to meet these costs. This would allow
us to make a commercially viable profit. It would also help to cover
our bidding costs from this project and other projects where Jarvis
was not successful. From a quality perspective, we wanted to
produce a building of such quality that later savings due to reduced
running costs would justify initial costs. And we wanted to give the
client a potentially value-added product thereby bringing the
benefits of UK PFI experience in schools to Ireland.

LG

How were these objectives arrived at?

JF

These are standard objectives that an SPV would have when bidding
for a project such as this.

LG

Which objectives were identified as critical to project success?

JF

Time and cost were critical. The need to produce the quality that
would result in lower running costs was also critical. The objective to
give a value–added product was desirable.

LG

In what way were these objectives critical?

JF

Time and cost were critical because together they dictate the start
of the income stream. Producing a level of quality that would lower
lifecycle costs was essential for the long-term profitability of the
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project.
LG

Which objectives were achieved (and to what extent)?

JF

The buildings were delivered on time, so the time objectives were
achieved. As the schools are only 3½ years in operation it is difficult
to judge how well the cost objectives have been achieved. However,
the life cycle costing appears accurate with slightly less wear and
tear occurring than anticipated and the overall profit targets are
being achieved, although some areas such as catering are not
meeting income levels envisaged. The bidding costs are very high
and a lack of deal flow is restricting the ability to adequately cover
bidding costs on unsuccessful projects. From our own perspective,
there were 3 projects bid at the same time. There was this one, the
National Maritime College and the Cork School of Music. We had
bidding costs on all three. We were successful on two of these
projects so that covered our costs to a certain extent but the deal
flow that is needed to continue to bid for these projects is not yet in
the market. Jarvis came into the market on the basis that the PPP
market was going to be much more active than it has been.
Early indications are that quality objectives have been achieved.

LG

Why were these objectives achieved?

JF

We were clear from the start on what we wanted from this project
as we had considerable experience in the UK PFI schools market.

LG

How were the value related objectives analysed?

JF

Jarvis invested in value engineering techniques at the financial close
with the builders, the engineers and ourselves (FM).

LG

How was the value management managed?

JF

This was an internal exercise, managed by the SPV. The client was
not involved.

LG

What issues relating to value arose during the procurement phase?

JF

Again there was nothing that stands out. We made a number of
decisions as I said in relation to blockwork, furniture, floor coverings
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– the materials and equipment generally – but this was part of the
bidding process. Also there was the issue of the use of the
circulation space and the DOES decided to take our advice to
increase these area.
LG

How were these issues resolved?

JF

The suggestion on circulation space was put to DOES on circulation
space and they decided to accept it as part of our bid. The internal
bidding decisions were made on the basis of value engineering
exercise and on previous experience
Innovation

LG

Moving to Innovation and looking at this from the perspectives of
two different types of innovation, namely Cost Saving (where you do
something new that will reduce the life cycle costs of the project)
and Product Enhancing (where you provide an extra value added
element at an extra cost to the client), what were the objectives
relating to cost saving innovations on this project?

JF

We used Cost Saving innovation over the whole life of the project
rather than the initial cost. This is what brought about the decisions
on the blockwork, on the use of marmoleum and on not polishing
the marmoleum. We looked at the furniture and what was chosen
was initially more expensive that the standard furniture. The chairs
were designed to distribute the load across a bar and this prevented
the students from balancing on the two back legs of the chair. In
turn this led to a reduction in the wear of the carpets and less
breakages on the chairs. In 5 schools with a total of over 3,500
chairs we have had to replace less than 10 of them in 3½ years. So
a slightly more expensive chair produced a saving overall. In the
science rooms we went for an iroko type finish on the benches. It’s
resistant to acid spill and other damage, so it won’t need to be
replaced during the life of the school. So we used cost saving
innovation throughout the project to reduce running costs over life
of the project.
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LG

Were there any objectives relating to product enhancing innovation?

JF

We suggested that the circulation space should be increased from
the norms used by the DOES. Jarvis was not the cheapest bid for
the schools, so when we put the bid together we wanted to present
the DOES with a better product based on our experience of several
years involvement in the provision of schools through PFI in the UK.
I would think that the innovative design that we produced was what
won the project for us. In the schools, we have wide corridors and
the corridors are not straight – so you are not looking down a long
bottleneck. Also there are breakout areas off the corridor to the
classrooms. So the pupils can queue for their classes without
standing on the corridor. Traditionally, the doors open straight onto
the corridors and the movement along the corridor is restricted
whenever the classes are starting and finishing.
Also in the corridors, we had to get natural light into the corridors
and we achieved this by cutting away the upper corridor and we put
large rooflights over the stairs. This brought more natural light into
the stairwell and created a more pleasant atmosphere in the
building.

LG

How were these objectives arrived at?

JF

With the cost saving innovation, the involvement of FM right through
the bidding process kept the life cycle costs on the table as an issue
all of the time.
The product enhancing innovation was brought to the DOES during
the bidding process to see what they would accept and what they
were prepared to pay for. The key thing here was to show that we
could produce a better, higher quality school. It was a difficult call,
because there was no public sector comparator (PSC) and while we
knew that the DOES were prepared to pay for something new, it was
difficult to judge how far they were prepared to go. One of the
reasons that we were able to do this was that we were prepared to
go directly to suppliers and bring them in as partners in the project.
This way they bought directly into the project rather than supplying
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to us through a 3rd party supplier.
LG

Is there anything that didn’t go well in relation to innovation?

JF

It’s too early in the life cycle to judge this yet. One of the things that
we had planned was the breakfast club, where the pupils could get a
substantial meal before school each morning. We wanted to provide
this because some pupils are dropped to school very early and with
the way people are rushing around these days they might not have
had a meal before they got to the school. By 11am these pupils are
not able to concentrate. This has been introduced in one of the five
schools and is reasonably successful. We may yet roll it out in the
other schools.
Our catering outlet provides a snack at 10 or 11am depending on
the school and a hot snack at lunchtime. There are also vending
machines that are timed to function only at class change times. We
don’t sell carbonated drinks in the vending machines – only
unbranded water and juice-based drinks – in agreement with the
schools.
It’s common knowledge that we are losing money on the catering.
We are competing with the high street and while it looks like a
captive audience, the pupils don’t have to buy the products. The
reason that it hasn’t worked is that Jarvis looked at the UK model
when it was being priced. There, the pupils are confined to the
school from 9 to 4 and as they must eat, the caterers must provide
between 500 and 600 meals every day. In Ireland that doesn’t
happen. The pupils bring their own lunches or they eat elsewhere or
they get a half-day to go off to a match. So the culture is different
and we got this wrong as a result.

LG

Which objectives were identified as critical to project success?

JF

From our perspective the product enhancing innovations were
critical.

LG

In what way were these objectives critical?

JF

Because that would decide the outcome of the tendering process as
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most bids would be similar on price.
LG
JF

Which objectives were achieved (and to what extent)?
Apart from the profitable introduction of the catering, the innovation
objectives were achieved. The cost saving innovations to maximise
life cycle, minimise breakages and wear and tear and to maximise
the advantages of our purchasing power by using the same
materials and equipment in each school, were all successful.
The other objectives to achieve greater circulation space, provide
alcoves outside the classrooms, get pupils off the corridors, enhance
the environment in the school through better use of natural lighting
have all worked. And even though we are losing money on it we
provide a hot meal at lunchtime and this is an innovation in an Irish
school.

LG

Why were these objectives achieved?

JF

Cost saving innovations kept the tender price down and we worked
well as a bidder to achieve this. The other innovations were explored
because we had experience in the UK PFI schools market and the
DOES was prepared to deviate from its standard specification as this
was a pilot project.

LG

How were the innovation related objectives analysed?

JF

We used our experience in the UK when looking at innovation. As
noted with the hot food, this did not always work to our advantage
because of a cultural difference between Irish and UK schools.

LG

How was the use of innovation managed?

JF

There

were

no

formal

innovation

meetings.

But

the

value

engineering exercises did throw up the potential for innovation.
LG

What issues relating to innovation arose during the procurement
phase?

JF

There were no major issues. But we put a number of suggestions to
the DOES particularly the one on the use of greater circulation
space.
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LG

How were these issues resolved?

JF

Any of the suggestions that we raised were assessed independently
by the DOES. In the case of the circulation space, we presented
proposal to the DOES who decided independently to accept the
proposal.

At the end of the interview, Mr Farrell was asked to carry out the
exercise below.
He allocated the points as shown.

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

20

Value

25

Innovation

15
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Appendix 10: Interview with Philip Clarke
Project Role:

SPV Project Manager for Jarvis on Grouped
Schools Project. (Currently Project Manager with
Hochtief PPP Solutions)

Interview Date: 03 October 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place. The transcript has been edited to
remove any comments that were made where the interviewee stated
that he wanted to make a comment “off the record”.

LG

We have agreed that we are going to talk about Risk, Value and
Innovation in relation to the Grouped Schools Project and what I
want to find is how well the Department (DOES) and Jarvis
worked together on this project and how much did they work to
their own objectives.

PC

It is described as a Public Private Partnership, but it only works
if it is a partnership. It is difficult to get these projects to
financial close, but the only way you will ever get there is with a
partnership arrangement. This involves building up trust and
until you get that, it cannot move as quickly as it should. But
there are also limitations to that, in that we are given an output
specification to match. If they tell us that this is the intention to
negotiate, then that is what you have to provide against the
Public Sector Comparator (PSC). To my knowledge with the
Bundled Schools, we didn’t have the PSC until very late in the
day, so with your development designs you have to rely on your
architects although you do know the amount per square metre
that it is supposed to cost. But you will also find in the ITN
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document that there are references to things like innovation and
we wanted to be innovative so that we could provide schools for
the future. You want them to have the right adjacencies and to
be efficient in their use. A lot of work has to go into it to get it
right.
LG

You mentioned building the trust as an important factor. How
did everybody go about building that trust?

PC

We

had

our

team

consisting

of

our

architects,

building

contractor, quantity surveyors, etc and we qualified initially as
one of the three bidders. We have a selection of meetings with
the department team, which consisted of their architects, their
legal advisors and their other specialist advisors. It is through
the exchanges at these meetings that the trust builds. During
these meetings you are trying to bring the design forward – it’s
principally design driven initially, as you can’t get into costs at
that stage until you have something that you can discuss and
agree on. The trust is built up through these open forum type
meetings even though you can have a lot of people at these
meetings. Then you also have the user group meetings where
you get more selective with moving the design forward.
LG

And who would be on the user group?

PC

The user group would consist of the DOES architect, the DOES
specialist advisors and the school principals. But that is where
the real exchange takes place to move the design forward. Of
course with the schools principals themselves, the process is
new to them. They have an option of taking the traditional route
or they can take the PPP process. They will have to decide how
risky is this, and how quickly will they get their new school.
Even at preferred bidder stage, there is no planning permission
for the school and the principal may want minor changes. So
they have to be able to engage with us, be confident that the
process will get the school built and that they can work with our
FM partner for the next 25 years. This takes a lot of discussion,
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but it is in these discussions that the trust builds up.
LG

Looking specifically at the whole area of risk, the DOES had an
objective to transfer some of the risk to the private sector. At
any stage in this trust building exercise, did the DOES and
yourselves have a meeting devoted to risk?

PC

No, there was never a meeting that was headed “risk”. But the
DOES, through their financial advisors, had a target figure that
they expect the project to come in at. Everybody is trying to
exchange risk and you end up with a very detailed document
called the Project Agreement (PA). This document goes into risk
in fine detail and defines exactly which risk lies with whom.
Once this agreement is signed, it copper fastens where
everybody’s risk lies. So here was no specific meeting about
risk, but the solicitors were constantly bringing up risk so we
were discussing it all the time until a final decision was made on
transfer and agreed through the PA.

LG

How was actual risk allocation managed prior to finalising the
PA?

PC

There was a draft PA in place during the bidding process with
the three companies that pre-qualified. It was there for you to
benchmark your design against. Once you get to be appointed
as preferred bidder, the key thing that you need to address is
getting planning permission. In the meantime there are parallel
meetings running regarding the PA. All issues need to be
resolved such as TUPE transfers, pension rights, what the FM
responsibilities are, etc. The FM responsibilities would have been
known in broad terms but it now needs to be looked in fine
detail. For example, what are the response times to solve
problems and the sanctions for not meeting the response times?
This can range from a science lab being unavailable to a piece of
litter that needs to be removed from the courtyard. The
decisions taken will deal not just with the wishes of the school
but the practicalities of the agreed response times. In these
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discussions, the fine detail of the risk transfer is worked out,
while continuing to build the trust that we talked about earlier.
Another area where we need to build up trust is in the way the
TUPE of the caretaker will be handled. We would be conscious of
their close relationship with the school principal. They are
transferred to us on the same conditions that they had
previously and as developers we would give the caretakers
access to opportunities for further development. Of course we
could end up with a new caretaker and the trust must then be
rebuilt between the new caretaker and the principal.
So in arriving at the PA we are conscious of market position and
we have to work to that.
LG

What were the Jarvis objectives relating to risk on this project?

PC

As Hochtief, we are in the accommodation business for its
longevity, for the 25 years, and the Jarvis position would have
been the same during the bidding process. Jarvis are not in the
business anymore but what they did was to set up the SPV to
run the project and this still exists. You now have the equity
partners, Hochtief and the banks. The SPV is set up in isolation
and the money flows through this vehicle and the life cycle costs
are all in that. So it is a separate entity and even though Jarvis
are not now in that business, the SPV is still running and will be
for the next 21 years. So the security is there and this
demonstrates that PPP works because, even though Jarvis as an
entity is gone, the framework to run the project is still intact
and the schools are still getting service. It may have changed
hands to some degree, but the financial structure to give it the
25 year life is still there.

LG

You mentioned planning permission as one of the risks. What
other risks did you have to take on the schools?

PC

On the schools at preferred bidder stage you have Design Risk.
We had to get planning so we carried the Planning Risk. Of
course we also had to take Financial Risk. We would have said
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at the negotiation interviews that we could do it for X amount of
money, i.e. a unitary charge of a certain figure. This would be
tied into when the school would open. Another factor that could
affect financial risk would be inflation. Also there is risk in the
TUPE say for example, if these people were to get a big increase
in wages by the government; we would have to pay it.
So the main risks are Planning, Financial, Design, Construction
and Inflation
LG

Which of these risks would you see as being the most critical for
the success of the project?

PC

The Financial Risk. Everyone is driving different factors of the
project. For example, the financial element would not be
uppermost in the minds of the school principals. They are only
going to get one shot at the chance of a new school. They want
the best design that they can get. They are not as concerned at
how much it will cost or whether it’s affordable or not. But they
are becoming more conscious that you can have a lot of
aspirations for what you want in a school, but it has to be within
the affordable target.

LG

So for commercial reasons, the financial risk is the most critical.

PC

Yes, but they are marketed that way. There is a scoring
mechanism for ITNs and it emphasises finance with design,
sustainability and other factors being scored lower.

LG

Construction companies have now become used to systems for
identifying hazards and risks in relation to safety, where risk is
defined in terms of a combination of its consequences and its
likelihood. Such a system is used to produce a safety risk
matrix. Companies are now using such systems for the
identification of business risks. Did Jarvis use any such process
for identifying risks on this project?

PC

There is a risk register, relating to such things as ground
conditions or for example, asbestos, that forms part of the bid.
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But the way PPP works is that we have a construction partner
and at financial close, the design team novates to the
construction partner. The construction partner then carries the
design risk and the construction risk including the safety risk as
this partner is best placed to take these risks. Within that there
are

also

the

issues

of

building

on

existing

sites

and

communication with the school, so that the school can be run in
a safe manner while the new school is being built. So the risk is
carried by the people on the ground that are best placed to
carry it.
LG

Do you prepare a risk matrix that defines the overall or major
risks on a scale so that a cost can be allocated to them?

PC

No. But there are risks that are specific PPP risks and you are in
competition for 6 months during which you are trying to get to
an equal or lesser figure than the PSC. You need to be careful
not to put things in that are not on the PSC as the DOES will
prepare the PSC by doing a shadow Bill of Quantities and you
want to be sure that you are pricing the same items.

LG

In some of the roads projects, there were reports that the
private sector was being asked to take on risk that they could
not carry. Were their any risks that the DOES wanted to transfer
that you felt were not appropriate for transfer?

PC

There were risks that we didn’t particularly want to take, for
example, the pensions. Agreement on this came very late in the
negotiations. With this, the DOES was unsure how to tie the
transferred employees into our pension scheme. It hadn’t been
fully resolved up to financial close but was resolved later. But
that was a small matter in the overall scheme of the project.

LG

Do you feel that the risks, that Jarvis was to take, were
generally transferred successfully?

PC

Yes, the schools were built within the costs that we had, we
agreed the unitary charge, the schools were delivered within the
programme – in fact they were delivered earlier. All in all – from
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a construction point of view – it was hugely successful. Then it
moved into the FM element and generally that has been pretty
good as well – there are issues that have arisen on and off, but
the structure is there to manage them and has managed them
successfully. So Jarvis would have considered it successful.
Different principals had different views on this.
LG

How did you deal with the fact that the group of principals had
widely differing individual views on the PPP process?

PC

During the ITN stage, each of the bidders went through their
designs with the group of principals. There was a limited level to
which you could build the relationship at that stage. It doesn’t
develop much over the six month period that you are putting
together the bids. Once we were appointed as the preferred
bidder, the relationship begins to develop as you meet to try to
refine your design to meet specifics that they require. At this
stage,

changes

that

are

cost

neutral

can

generally

be

accommodated but the design is now 95% complete. However,
we had to bear in mind that, while the principal was in charge of
the school at that point in time, we would be running the school
for a 25 year period during which that principal would retire and
be replaced by another person, you couldn’t design the school to
suit his vision of the world. But you had to take the view that
they were partners and they had to be involved with what the
school looked like and how it is going to work.
LG

But if someone is blatantly opposed to PPP, how do you deal
with them?

PC

They probably don’t tell you that at the outset but there was
one of the principals like that and what he saw was that this is a
way of getting a new school in 18 months time. After that, he
seemed to want to run it in the traditional manner and this
would cause problems (paraphrased).
But it is not us as developers that should be selling this idea to
the principals; this is a management issue for the DOES. But if
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someone is diametrically opposed to the idea, there isn’t much
we can do other than get on with it.
LG

Were there any major decisions that were taken during the
procurement phase, either by the DOES or by Jarvis, that
affected the way in which the risk was transferred?

PC

No. All of the discussion took place before the preferred bidder
stage. By then we had the draft PA, the draft building contract,
and we had a good idea of what they wanted to deliver as
regards fixtures, furniture and equipment. There was nothing
that dramatically changed during the procurement. There was a
fair amount of tweaking in putting together the final PA, but
these were details rather than major changes.

LG

And how was this tweaking, as you call it, carried out?

PC

By discussion and negotiation. In the Dunmanway school the
planning wasn’t initially signed into the file as the planning was
tied in with another developer who had to build a bridge across
a stream. As it happened, the bridge was outside the boundary
of our site and was in the planning requirements placed on the
other developer. He was building houses there at the time. Until
he had built that bridge, we couldn’t sign off on the PA for that
school because the building of the bridge was not in our control.

LG

Was this problem handed to you to solve?

PC

The developer was keen to move forward with his project and I
met with him on a number of occasions to discuss his
programme. As he was a local builder and having the school
open was in his interest (paraphrased), he was quite helpful. He
stuck to his programme and got the bridge built. We could then
sign off on the last bit of the PA.

LG

Did you carry the risk on this issue?

PC

No, we couldn’t take it on. The banks would not take it on until
the bridge was in place as it was completely outside our control.
For example, if the developer had gone bust, there would be no
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bridge and no school.
There was also another issue regarding sightlines where
hedgerows were required to be cut to give the school its planned
sightlines but one landowner didn’t want his hedgerow cut back
and we couldn’t go onto his land to cut the hedgerows. We
eventually sorted it by meeting and agreeing between ourselves
what to do.
LG

Leaving Risk for the moment and moving to the issue of Value.
If we define Value as a combination of Time, Cost and Quality,
what were the objectives in relation to value, in relation to the
project as a whole?

PC

Hochtief’s raison d’etre is as accommodation providers working
with the banks and FM over a period of 25 years. The time
objectives in design and construction were to get the facility up
and running within programme. This was achieved and the
project will continue in operation for the 25 years.

LG

In relation to Quality?

PC

We spent a great deal of time in deciding on the quality of the
school, e.g. the quality of the fixtures and fittings, the floor
coverings, the brickwork, the roofs and so on, because we take
risks on all of these over the 25 years. So you find with PPP,
there is a high standard of quality that goes into these, primarily
there is less life cycling then involved. If you are going to use
something that is not a high standard, you could end up
replacing it every two years and that gives you poor value for
money. We also have to put money into a fund in the SPV to
cover lifecycling, so this means that we would probably have a
higher quality in a PPP than traditional schools. If, for example,
we had to replace a roof in year 24, and we haven’t life cycled
for it, that’s an extra cost. In principle, we have to hand back
the school in the same condition as it was 25 years earlier.

LG

And, of course, this affects your cost, which is the third element
of quality. How do you reconcile the issues of getting the right
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quality within the projected costs?
PC

This is a specialist area, for example, trying to assess how often
a section of linoleum is walked on and how often it should be
replaced. But then FM is a specialist area and we would pride
ourselves on getting this right through involvement of our FM
partners

throughout

the

design

cycle.

Like

the

financial

modelling, this is a specialist area that you cannot afford to get
wrong as it would eat into your margins and you could run out
of money 15 years into the project.
LG

When dealing with the DOES, they would have standard
specifications from which you were now digressing. Did this
cause any issues in your discussions with the DOES at design
stage?

PC

We weren’t looking at a dramatically different specification, but
if they got involved in the detail of what we were supplying
outside of the aesthetic framework, they would run the risk of
taking back some of the risk that they wanted to transfer. So
while they wanted to know what we were providing, there was
an appreciation that we had to provide it, we were responsible
for it, we had to life cycle it and it was entirely our risk.

LG

Was there any time where they said “no, we don’t want it that
way”?

PC

Yes, for example, they had views on particular types of roof. But
we accommodated them as much as we could. As this is a
partnership, there was no point in providing something that they
didn’t like.

LG

In relation to the Value, which of the objectives were the most
critical?

PC

They were all critical in their own way. Take time scale for
example, at the start of the process, the timescale for delivering
a traditional school was 5 or 6 years – this was back in
2000/2001 and PPP was highlighted as being a way to get
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through the process in about 3½ to 4 years. The ITN came out
in early 2000 and the schools were delivered in December 2002.
So it took 2½ - 3 years which was very important for the idea of
using PPP in providing schools.
And as I said earlier, without getting the quality right, you run
the risk of the life cycling being wrong and this will cut into your
margins.
LG

Was there any value management carried out jointly with the
DOES during the project?

PC

We would have done our own value engineering on an ongoing
basis to get the project economically delivered, as efficiently as
possible at a cost within the PSC. The DOES did not come to us
at any stage and ask us to jointly look at value engineering
although we would have been open to it. We did re look at
elements of our design at the request of the DOES but this is
part of the process of the design development in getting to
financial close rather than value engineering. For their own part,
they had spent a year and a half producing the ITN. They had
spent 6 – 9 months in working with us to get to financial close
and a lot of the decisions regarding designs and adjacencies
would have been had before financial close.

LG

How were the discussions conducted in finalising the design?

PC

At ITN stage you are in competition and you are having regular
meetings – maybe every 3 weeks – putting forward your
proposed design and you are adding to it and changing it as
necessary at this stage as they steer you towards one view or
another view. There’s ongoing discussion to get you to preferred
bidder, so there is a lot of discussion about the layout, the
design, whether it should be single storey, whether the music
department should be in isolation and so on. That’s ongoing with
all bidders for 4 or 5 months before they must select the
preferred bidder.
But even after the further 6 months up to financial close, there

473

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry

APPENDIX 10

is still an ability to change things if needs be, provided it is in a
cost neutral manner and possible. But if there is a cost, it can
still be done provided they are prepared to accept the cost.
LG

How well do you think that the objectives relating to value have
been achieved?

PC

I think that it has been recognised that the project has been
very successful.

LG

Were there any aspects of the project that were not successful?

PC

There were things that in hindsight could have been done
better. There is a new bundle of schools now coming out and I
would have a different view of how to do things if we get to
preferred bidder. But that is just because we have wider
experience now. The DOES definitely have a different view this
time about what they want. They have different views now on
what they think innovation is.

LG

Having spoken to your Facilities Manager on the project, I am
aware for example that the catering is something that wasn’t as
successful as was hoped.

PC

The catering element in the design effectively amounted to a
space that should be allowed for catering. The DOES brief just
stated that the food should be nutritious, but they didn’t really
develop their requirements further and because of that the
catering never really developed beyond the provision of a tuck
shop type of arrangement. That is an area that probably has
scope for generating 3rd party income which would be shared
with the DOES.

LG

From the perspective of 3rd party income generally, was there
much thought or discussion put into how it could be developed?

PC

Third party income worked quite well in some of the schools
where there was a likelihood that it could develop. For example,
in Ballincollig, there was a strong night class programme, so
they were already using the schools after 6pm.

474

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry

APPENDIX 10

LG

Do you (Jarvis) get an income from that or was that just
something that they already did that was now written into the
documentation?

PC

We didn’t get an income from that. All we were doing was
transferring that to the new school system but as our caretaker
had to be there until 8.30 – 9pm, our costs were structured to
cover that. But there is a structure whereby we can share profits
from running events outside of school hours. Hochtief/Jarvis
would not be relying on this income in its cost model for the
project.

LG

Was there any deliberate effort made to come up with a defined
strategy for developing and exploiting the income potential from
3rd party use?

PC

There were some areas where this was done. It’s more difficult
in some of the schools. For example the Tubbercurry school is a
few miles outside the town and it will be difficult to develop it
there. On the other hand, the gym facilities in Shannon are used
extensively as there is not another facility in the vicinity. The
Clare Hurling team are one of its regular users. The 3rd party
income issue is one that relies on the people in the community –
they are Community Schools after all - and we would be happy
to facilitate anyone who wants to use the school.

LG

Were

there

any

key

decisions

that

were

taken

during

procurement that affected value in any way?
PC

Again there was nothing major, but everything about the
process of procurement will affect value in small ways. There
was an issue about the size of the site in Clones, but the DOES
resolved that themselves as it was their responsibility. Nothing
that came even vaguely close to being a deal breaker.

LG

In relation to Innovation, the DOES were keen to get new ideas
to bring back into their traditional school building programme,
but were there any objectives relating to innovation that Jarvis

475

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry

APPENDIX 10

had itself?
PC

From the design perspective, we were keen to maximise
corridors and circulation areas and maximising the effectiveness
of adjacencies. We tried to extract the maximum amount of
available that could be used in the footprint of the building.

LG

Why did you choose these objectives?

PC

Because it is crucial to how a school works that big numbers of
people can move around in an orderly fashion.

LG

Did you pick this up from your experiences of PFI schools in the
UK?

PC

Partially, but the school designers that were on our team were
tuned in to what is needed in a school and designed accordingly.
With a PPP we had more of an ability to design this way than in
an ordinary school. We still had to make it work with different
footprints and it’s only how you layout the blocks within the
building that you can create the space that you require.

LG

Were you aware that the DOES were looking at this for
examples of how they could change the schools of the future
through adapting the innovation on this project for use in
traditional procurement?

PC

The document had words in it saying that they were looking for
innovation but it would be interesting to see if they built it into
their PSC.

LG

When you were looking at the wider corridors and other design
innovations, how did you assess whether or not these would be
an issue for the DOES?

PC

We would regularly consult experienced educationalists on our
designs and from that we would be aware of the issues that we
were raising and the likely reaction from the DOES.

LG

Would you see any of the innovation objectives as being critical
to the success of the project?
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PC

Yes. They are scored as part of the evaluation of the bid, as are
affordability and legal issues, etc. The DOES dictates the value
that they apply to innovation in the bid and this reflects their
own view of how critical it is.

LG

How was innovation managed?

PC

The design team approached this project with a brief to be
innovative and the solutions that arose were arrived at through
their application of their experience to the development of the
design.

LG

How well do you think that you achieved your innovation
objectives?

PC

The schools are different and everyone agrees that they are
quite impressive. We achieved the wide corridors and the
adjacencies. We extracted as much as we could out of the
footprint.

LG

Was there anything that changed during the procurement
process that impacted on innovation.

PC

No, there were no changes.

LG

And is there anything that you learned in relation to innovation
that you would use differently on future projects?

PC

Not really. But we have to be aware that the needs of the users
will change over time and in new projects, the DOES will be
looking for different things. We just have to continue to be
aware of these needs so that we can continue to produce what
the DOES requires.
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At the end of the interview, Mr Clarke was asked to carry out the
exercise below.
He stated that the three issues were so interlinked that he found them
difficult to separate. Consequently, he agreed to score all of the
values equally.

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

20

Value

20

Innovation

20
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Appendix 11: Interview with Dave Gordan (2)
Project Role:

DOES Project Manager on National Maritime
College of Ireland Project

Interview Date: 27 June 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place. The transcript has been edited to
remove any comments that were made where the interviewee stated
that he wanted to make a comment “off the record”.

LG

In relation to the Maritime College, what were the main
objectives in relation to risk?

DG

The Maritime College Project was a €50 million capital cost
project about 5 – 6 million of which was for the simulation
equipment. However the effect of this equipment on the
availability of the college would be enormous as the use of the
simulation equipment is an essential part of the maritime
training. So from that perspective it was a different project in
that a relatively small proportion of the capital outlay involved a
considerable amount of the risk. So when we began to discuss
this project with the bidders they were honing in on the use of
the simulation equipment and issues such as the downtimes
they would be allowed. We would have taken the view that the
downtimes should be very short and the penalties for noncompliance would be quite severe because it impacts hugely on
the operation of the college. Similarly the availability of the
Training Pool and the Jetty would have a huge impact of the
effectiveness of the college. On the other hand, if a lecture
theatre is not available, while it is still an issue, the implication
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is not as severe on the Operator.
LG

Other than the Availability Risk, what were the main risks that
were identified?
There was a comprehensive risk register prepared outlining all
of the risks and showing who was to carry out each risk. The
general high-level risks that were identified were almost
identical to those in the (Grouped) Schools project other than
the operation of the specialised equipment. For example, they
took

the

planning,

design,

construction,

operation

and

availability, while we took the demand. The Operator also took
on a risk of guaranteeing income to the DOES from the catering
in the college and the indications are that they are finding that
difficult to achieve.
LG

Which were the most critical risks?

DG

All of the risks were important but the risks relating to the
specialised equipment, the Simulator, the Jetty and the Training
Pool were the most critical.

LG

Why were these critical?

DG

Because the international standards for maritime training
requires the use of all of them. If they weren’t available, the
college would not be fit for the purpose for which it was built.

LG

Were the risks successfully transferred?

DG

Yes, the facility is now up and running and the critical elements
are functioning as planned.

LG

What processes were used to analyse risk on the project?

DG

Our advisors, Deloitte, carried out the analysis.

LG

What process was used to manage the risk allocation?

DG

We looked at each risk and allocated it according to where it
could best be carried. We also took advice on this from our
consultants.
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LG

Which risks were successfully transferred?

DG

All the planned risk transfers were successful.

LG

Why were these transferred successfully?

DG

The allocation was well thought out and worked well because of
this.

LG

What issues relating to risk arose during the procurement
phase?

DG

None that come to mind.

Value
LG

If we look at Value as a combination of Time, Cost and Quality,
what were the objectives relating to value?

DG

In relation to time, we wanted to provide the college in a shorter
time period than under traditional procurement. This was
achieved.
In relation to cost, we aimed to provide the college at the same
or lower cost to that which could be provided by the public
sector assuming the actual buildings provided by both sectors
would be identical. In addition the buildings to have a life of
10years + at the end of the concession period.
In relation to quality there were two aims, firstly to provide a
world class facility for the education and training of Navy and
merchant seaman personnel and secondly, to find better ways
of building third level colleges and to reuse this knowledge in
the provision of further 3rd level college accommodation

LG

How were these objectives arrived at?

DG

We had learned a lot from the (Grouped) schools but these
objectives were based on standard objectives of a PPP. With the
NMCI everyone involved knew that there was only one shot at
the project and we had to get it right. The aim of learning from
the project and bring the knowledge back into the traditional
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procurement process was taken from our experiences in the
(Grouped) Schools project. It was clear early in the project that
it would be a potential added value outcome of the project.
LG

Which objectives were identified as critical to project success?

DG

The entire project would define whether or not there was a
future for maritime education in Ireland. Because of this we had
to produce a world-class facility. At the early stages the time
and cost issues were also critical.

LG

In what way were these objectives critical?

DG

The existing facilities for provision of this training were outdated
and had to be replaced as a matter of extreme urgency. The
required quality was critical as this was to be a shared facility
and only one of the highest standards would convince those
using the facility that procurement through PPP was a success.

LG

Which objectives were achieved (and to what extent)?

DG

The building was built in the timescale allowed and opened on
time. This was a boost for the use of PPP.
The cost achieved is within that in the PSB but it is difficult to
judge the precise level to which value for money will be
achieved over the life of the project as it is less than two years
in operation. This is the first 3rd level college built through PPP in
Ireland and it is unclear as yet how well the residual value will
hold up.
The quality of the facility is beyond question. It is clearly a
world-class facility and the people who use it are very happy
with it. Several lessons have been learned, concerning the
layout of the facilities and the structure of the building, that will
be brought back into the traditional 3rd level building programme
and will have a significant effect on quality in this programme
over time

LG

Why were these objectives achieved?
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DG

DOES and the Operator worked closely to ensure objectives
were met. Problems encountered were discussed openly and
resolved quickly in an amicable and businesslike manner. There
was a very good attitude displayed by the Operator ad it was a
real atmosphere of partnership from the start.

LG

How were the value related objectives analysed?

DG

We used internal DOES expertise to examine technical aspects
of each of the bids. Where internal expertise was not available
external experts were consulted on specialist areas. There was a
strong Project Board in Michael Delaney, Donal Burke and Tom
Touhy and they had the authority to make decisions at a local
level, provided these decisions would not change the risk
allocation or increase costs. This group worked very well.

LG

How was the value management managed?

DG

The DOES (through the local Project Board) and the Operator
developed a strong working relationship that was used in
addressing value management issues. All issues were dealt with
openly. An example of this was a request from the Operator to
change from the use of timber of the ceiling of the entrance of
the building. The Operator couldn’t source the timber that he
had specified and wanted to omit the timber. He pointed out
that this would result in a saving and offered to reroute the
funds to any other pat of the project of the DOES’s choice.

LG

What issues relating to value arose during the procurement
phase?

DG

The Navy announced during the procurement phase that it
needed the facility for weekend training a number of times a
year. A decision had to be made to include this as a requirement
in the preferred bidder’s tender at a very late stage in the
contract negotiations.

LG

How was this issue resolved?

DG

There was no choice but to include the provision of the facility
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for weekend training. However, the cost of this provision was
negotiated in a spirit of partnership and was acceptable to both
parties.
Innovation
LG

Again looking at Innovation as a combination of Cost Saving and
Product Enhancing,

what were the objectives

relating to

innovation?
DG

As with the schools, the cost saving was an issue for the
Operator to ensure that facility is delivered as fit for purpose
whilst reducing running costs over life of the project. This would
translate back into the bid as a lower bid price.
In relation to the Product Enhancing, there were two main
objectives. In the first case we needed to procure a world-class
state of the art facility for the education and training of Navy
and merchant seaman personnel. This had to be done by
bringing together the CIT and the Irish Naval Service (INS) and
getting a facility that would meet both of their specifications.
The second objective was to gather information on new building
practices, materials, equipment, and so on, with a view to
finding

better

ways

of

providing

further

3rd

level

accommodation.
LG

What potential innovations were identified?

DG

The main innovation that we identified early on was the
potential to make this an energy efficient building.

LG

In your view, which innovation-related issues were identified as
critical to project success?

DG

It was essential that the Cost Saving objectives must meet
fitness for purpose requirements. If they didn’t there was no
point to having them.
From the DOES perspective, the need for a world-class facility
was the most critical. The need to gather information and learn
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from the process was also important, as we had learned a lot
from the schools and we needed to look specifically at 3rd level
colleges. However, this wasn’t critical to the project.
LG

In what way were these issues critical?

DG

If fitness for purpose was not met, the college would be
unsuitable and the DOES would not pay for such a facility.
If the facility provided was not world class it would be difficult to
persuade the Navy and the Merchant Seamen that a jointly
occupied facility was a success.

LG

How were the innovation related objectives analysed?

DG

This was addressed as part of analysis of risk and value and
agreed within the Project Team. The Project team worked
closely with the bidder to make sure that they were clear on the
DOES/INS needs.

LG

What process was used to manage the use of innovation?

DG

Innovation related issues were evaluated by the DOES against
the standard technical specification for a 3rd level college. The
DOES did not specify specific innovations as the SPV carried the
risk of ensuring that the facility met the fitness for purpose
requirements.

LG

Which objectives were achieved (and to what extent)?

DG

The building meets its Fitness for Purpose requirements, so the
Cost Saving innovations that were used have worked. The
facility is clearly world-class, so that objective was also
achieved.

We

have

also

gained

a

significant

amount

of

knowledge to take into the DOES and use in the provision of
other new 3rd level accommodation.
LG

Why were these objectives achieved?

DG

The Project Board and SPV worked very well as a partnership to
deliver the project. Once the SPV became the preferred bidder,
the partnership really took off. The positive attitude of the SPV
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was one of the major reasons why the objectives were achieved.
LG

What issues relating to innovation arose during the procurement
phase?

DG

There were no major issues as they were all resolved before
they became crucial. There were a number of simple issues that
needed to be sorted, but they were always prepared to sit down
and look for the best solution for everyone. Most of the issues
were small, but they could have been complicated if the SPV
was not as cooperative.

LG

How were these issues resolved?

DG

The DOES, the Project Board and the SPV worked closely
together to resolve emerging issues and reach outcomes
acceptable to all parties

486

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry

APPENDIX 11

At the end of the interview, Mr. Gordan was asked to carry out the
exercise below.
He allocated the points as shown.

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

25

Value

20

Innovation

15
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Appendix 12: Interview with Ferga Kane
Project Role:

Deloitte – Advisor to DOES on National Maritime
College of Ireland Project

Interview Date: 6 July 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place.

LG

What was the role of Deloitte in this project?

FK

Initially, our role was as Financial Advisor in the project working
with the Legal Advisor on what were the best contractual routes
to

choose.

From

there,

we

prepared

the

Public

Sector

Comparator (PSC) as it was know at that time. (It is now
restructured and is called the Public Sector Benchmark). We
prepared that in conjunction with the Technical people. It was
the first PSC that had been prepared for a PPP in the Irish
market. After that we set up the tender evaluation criteria and
did the financial evaluation of the bids.
Then, as Project Managers, we were overseeing the organisation
of the different types of advisors and the interaction between
the advisors and the DOES. The Planning and Building unit of
the DOES in Tullamore were also involved in this. Then when
the bidders became involved, we managed their interaction with
the public sector.
I became the client point of contact and every document came
through me including all e-mails and correspondence that would
affect the project. Effectively, I acted as the information hub
and ensured that I was aware of everything that was happening.
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We set up a filing system that controlled the documents and had
version control of all documentation.
LG

Where did the expertise come from in Deloitte to do this work?

FK

A lot of the work that we do is with other advisors. I’m in the
specialised finance team so we do a lot of project finance
transactions and in all of those transactions you have legal
advisors, technical advisors and the banks. So there is always a
lot of correspondence and we generally tend to be the lead
advisor because generally the finance advisor takes that role.

LG

In relation to the Maritime College, what were the main
objectives in relation to risk?

FK

The Grouped Schools project hadn’t gone as well as the DOES
had hoped. The DOES had learned a lot from the project and
had improved their approach. We knew that the quality of the
schools was what they had asked for but was probably overkill
in relation to what they really needed. There was a realisation
that the preparatory steps needed to be done properly. A
detailed PSC was needed early in the process to be aware of
where cost would arise and there needed to be a risk register
that would very clearly itemise out each element of risk.
So the DOES took extensive advice from consultants, set out the
types of risks associated with the project and decided which
risks should be carried by which party.

LG

Which risks were identified?

FK

The standard risks such as design, construction, availability and
operation risk were carried by the operator. In addition time the
provision and operation of the simulation equipment was carried
by the operator. They also took the risk of getting full planning
permission for their design. These are the risks that are
traditionally transferred to the private sector because they are
better able to manage them.
The DOES had already got outline planning permission and had

489

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry

APPENDIX 12

obtained the foreshore license. The DOES retained the site
acquisition risk, as the site was already in the possession of the
Department of Justice. (At this stage, the interviewee produced
a full Risk Matrix showing the full identification and allocation of
Risk – a copy of which was later provided to the interviewer.)
LG

What processes were used to analyse risk on the project?

FK

We worked with DOES, CIT and INS to identify all of the
potential risks that could occur on a project like this. We
brainstormed to produce a draft register showing all of the risks
and whether they were public, private or shared and what the
probability was of them occurring. We then developed this
showing detail behind each line. This was then discussed by the
group and refined using the input and experience of all
concerned. A percentage possibility of each risk occurring and
the cost impact was agreed. This was then written into the PSC
and the output specification.

LG

What process was used to manage the risk allocation?

FK

Risk Allocation was written into the output specification and
bidders were required to address risk through their bids.

LG

Which were the most critical risks?

FK

Completion of construction phase and the availability of the
simulation equipment were the main risks.

LG

Why were these critical?

FK

Completion of construction dictated when the college would
open and was required to be ready in advance of the new
academic year.
The availability of the simulation equipment was essential if the
college was to function as a naval training facility.

LG

Were these risks successfully transferred?

FK

Yes.

LG

Which risks generally were successfully transferred?
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FK

Project

Financing,

Full

Planning

Permission,

Design,

Construction, Availability and Operation – all were successfully
transferred to the operator.
LG

Why were these transferred successfully?

FK

There was a sensible approach to the planning of risk transfer
on the project. All risks that were transferred to the private
sector were bankable and would not have been transferred if the
Operator’s bankers would not accept the risk.

LG

What issues relating to risk arose during the procurement
phase?

FK

There were no major issues. Anything that arose was of a minor
nature.

LG

How were these issues resolved?

FK

Anything that occurred was resolved through negotiation.

Value
LG

If we look at Value as a combination of Time, Cost and Quality,
what were the objectives relating to value?

FK

From the perspective of time, it was important to have the
facility ready at the time most appropriate to the college. If you
miss that date your then have a situation where you are
bringing in students during the academic year and that is very
disruptive. So there was a specific timescale laid out by the
DOES.
The cost of the facility was determined in the PSC and it had to
come in at or below the PSC figure.
The quality of the facility was extremely important to both the
INS and CIT because they wanted this to be a landmark college
building that would be known through Europe. In that way, they
felt that they could get people from around Europe to come and
use the facilities. They wanted a world-class facility that would
be a feature of the maritime world. They also wanted a
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controlled environment for hands-on training because, in the
past, all hands-on training was done at sea. This required
extensive simulation equipment to bring training standards up
to the highest standard available in the world.
LG

How were these objectives arrived at?

FK

The time and cost objectives were standard for a PPP. The
quality objectives were set by CIT & INS - in particular Donal
Burke and Tom Touhy. They worked with us and the DOES
technical people to come up with the output specification. There
was a very good team working on this. The CIT and INS had a
very good understanding of what they wanted even in terms of
such things as room adjacencies. This helped in setting out the
objectives at an early stage.

LG

Which objectives were identified as critical to project success?

FK

The time and cost objectives were critical in the initial stages of
the project, but the quality objective was the most critical
objective to the users.

LG

In what way were these objectives critical?

FK

The existing facilities for provision of this training required the
hands-on training to be carried out at sea. This was not the way
such training was being done in a modern facility. The new
facility also had to be of the highest standards to attract
business from other places.

LG

Which objectives were achieved (and to what extent)?

FK

The time objective was achieved with the building opening on
time. The facility was delivered within the costs set out in the
PSC and to the world-class requirements that were set out at
the beginning.

LG

Why were these objectives achieved?

FK

There was an excellent working relationship between all of the
parties on the project. The PSC was done very well and this
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stood to the project at a later stage. The Operator was willing to
openly discuss alternative ways around any problems that
arose. The fact that some of the members of the Project Board
had military training promoted a very open and pragmatic
approach.
LG

How were the value related objectives analysed?

FK

At the start of the project, the CIT and the INS told the DOES
what they would like to have in the facility. This was open to
negotiation and was discussed openly in relation to the funding
that was available for the project. That resulted in the building
up of the Output Specification and the PSC. As the procurement
stage progressed the DOES, the PM Team and the bidders used
a brainstorming approach to establish, promote and review
objectives.

LG

How was the value management managed?

FK

DOES, PM Team and the preferred bidder developed a strong
working relationship which was used in addressing value
management issues. Debriefing sessions followed discussions, to
ensure

all

information

arising

was

fully

recorded

and

communicated appropriately. In addition, Dave Gordan would
approach each decision with a commercial realism. He was
aware of the needs of the private sector and he would take
advice if there was anything that he was unsure of. When
required, he would make an informed decision.
LG

What issues relating to value arose during the procurement
phase?

FK

The only thing that comes to mind was change in requirements
for terrorism insurance in the aftermath of 9/11.

LG

How was this issue resolved?

FK

It was a requirement of DOES insurance advisors. It was
resolved by getting in an insurance advisor for the public sector
and the bidder brought in their own advisor. The two advisors
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were required to negotiate and come up with an answer that
was acceptable to the DOES and the Operator.

Innovation
LG

If we look at Innovation as a combination of Cost Saving and
Product Enhancing,

what were

the objectives

relating to

innovation?
FK

The main objectives relating to innovation centred around the
provision of a world-class training facility at a price that the
public sector. At the time it was done the STCW 95, the new
training requirements for seamanship had come in and there
was no place in Ireland to provide training to this standard. So if
the country wanted to continue training seafarers and mariners
in this country, then a new world-class facility was required. At
the time the capital to develop such a facility was not available
so PPP was seen as an alternative to providing the facility.
The DOES also wanted to use this project to learn about life
cycling in a third level college.
From a cost saving perspective, the DOES did not set any
specific objectives for the SPV in relation to Cost Saving
Innovation, as it was an issue for the SPV to ensure that facility
is delivered as fit for purpose whilst reducing running costs over
the life of the project.

LG

What potential innovations were identified?

FK

The main innovation that we identified early on was the
potential to make this an energy efficient building.

LG

How were these objectives arrived at?

FK

Decided

by

the

management

of

the

DOES

PPP

Unit

in

consultation with the PM Team and proposed users of the
facility. During the procurement process, in final bid stage, there
was close co-operation between the bidder and the DOES on the
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means by which the objectives would be achieved.
Second product enhancing objective set by DOES
LG

In your view, which innovation-related issues were identified as
critical to project success?

FK

The issue of it being a world-class facility was critical.
Cost Saving objectives had to meet fitness for purpose
requirements.

LG

In what way were these issues critical?

FK

If the facility provided was not world-class it would not meet the
new training standards.

LG

How were the innovation related objectives analysed?

FK

It was addressed as part of the analysis of risk and value. There
were no specific meetings devoted to innovation. The technical
people in the department were aware of the various different
standards of materials and of machinery that could be installed
in

the

building.

specification

and

When
the

they
PSC,

were
these

compiling
standards

the
would

output
have

influenced the information used to build of these documents. It
would also have come to the fore during the clarification
meetings with the bidders when they would put forward various
different alternatives for us to consider.
LG

What process was used to manage the use of innovation?

FK

Innovation objectives were embedded in the project documents
and issues arising during the project were evaluated by the
DOES against the standard technical specification for a school.
The SPV carried the risk of ensuring that the facility met the
fitness for purpose requirements.

LG

Which objectives were achieved (and to what extent)?

FK

The project has achieved fitness of purpose while delivering a
high quality green building. A world-class facility has been
delivered catering for the training needs of naval and merchant
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seamen. The lessons learned will be brought back into the
traditional 3rd level building programme.
LG

Why were these objectives achieved?

FK

There were clear project objectives established at the outset of
the project. The Project Board and SPV worked very well as a
partnership to deliver the project.

LG

What issues relating to innovation arose during the procurement
phase?

FK

There was nothing in particular that arose. Different bidders had
different approaches to resolving some of the problems that the
project presented.

LG

How were these issues resolved?

FK

The DOES, the Project Board and the SPV worked closely
together. Nothing became a big issue as everything was
discussed

openly

and

resolutions

were

found

through

negotiation and co-operation.

At the end of the interview, Ms. Kane was asked to carry out the
exercise below.
She allocated the points as shown.

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

20

Value

30

Innovation

10
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Appendix 13: Interview with Iain Salley

Project Role:

Director Bovis Lend Lease Ireland – Project
Director on National Maritime College of Ireland
Project

Interview Date: 29th June 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place.

Risk

LG

What were the objectives relating to risk?

IS

The Department (DOES) dictated that certain risks were to be
transferred through the project agreement.

LG

Which risks were identified?

IS

The usual risk profile of a PPP was used with a few things that
were specific to this project. The normal things that were
retained by the client included such risks as changes in the law,
demographic changes, etc. The standard PPP risks such as
planning

permission,

investment,

design,

construction,

availability and operation were transferred to the SPV.
The specific risks were the simulation equipment and the
requirement to keep the IT provision in the facility up to modern
standards throughout the duration of the operating contract.
With the simulation equipment, this is one of the largest
simulation contracts in the world, when you capitalise it over 25
years.
For Bovis Lend Lease itself, procurement was a risk issue, as we
did not have a base in Cork. A number of the larger construction
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companies in the Cork region were tied into other bidding
consortia at that time and there was a limited number of
companies in Cork that would be capable of carrying out the
construction work for us at that time. We went with a Dublinbased contractor who had been carrying out work in Cork for 5
or 6 years and had built up a good knowledge of the local subcontract market. The related risks for us then were the ability of
this company to deliver, their ability to control their costs, their
ability to negotiate a price that would allow us a level of comfort
within the development.
Under a PPP, the project has to be ready to go to planning
within 4 to 6 weeks of naming the preferred bidder. This worked
well as we were congratulated by the DOES for the level of
detail that we had gone into when the bid was submitted.
However there was still a lot of work and development to do and
we had a framework around managing the design to ensure that
it was achievable within the time and budget that we had
planned. The way we did this was by keeping the design & build
responsibility but sub-letting the construction down to Pierse.
We didn’t pass down the design but we got the contractor
involved right at the start of the bid process so that they were
centrally involved in the design development.
The project included the provision of other specialist equipment
– not just the simulators – but others such as the survival pool,
the most sophisticated marine engineering workshops in the
country and a lot of equipment that we as individuals were
encountering for the first time. This involved a huge learning
process and that was a great risk.
LG

Which risks were identified as critical to project success?

IS

Construction as just outlined, and availability – in particular the
availability of the simulation and specialist equipment.

LG

In what way were these risks critical?

IS

Any failure in either would lead to the imposition of financial
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penalties. Delays in construction could delay the opening of the
facility and delay the start of income. Availability problems
would affect ongoing income.
LG

Which risks were successfully transferred from DOES?

IS

Planning

Permission,

Investment,

Design,

Construction,

Availability and Operation. All of those that had been planned
were transferred.
LG

Why were these transferred successfully?

IS

The risks were transferred successfully because they were
allocated correctly. We were in a position to carry the risks. Had
we not been in such a position, we would have walked away
early in the process.
Each SVP partner bought out a contract within the concession
that

covered

the

risk.

For

example,

Klonsberg

Maritime

Simulation Systems (KMSS) had direct responsibility for the
simulators while within the SPV we had a number of crosscooperation agreements to ensure that we all worked together.
However, it was all about interaction and getting the people on
board right at the start so no one had any surprises and
everyone had an impact on the design.
In addition, the interaction with Tom Touhy and Donal Burke
meant that they would provide clarification on the output
specification for the various pieces of machinery that you
wouldn’t find in a normal project.
LG

Was there anything that didn’t work out?

IS

We often came out of site meetings, thinking that everything
was going too well and that eventually something would go
wrong. The truth is that nothing did go wrong. Yes, there were
some relatively small issues, in the archaeology dig on the
foreshore for example – that cost us more than we anticipated –
but in general this project went very well.

LG

What processes were used to analyse risk on the project?
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IS

Tom Touhy, Donal Burke and Michael Delaney managed this
very well from the client side. They had consulted widely with
the stakeholders across CIT and INS and had produced their
output specifications for delivery to the Invitation to Tender
(ITN). So risks were analysed at project level before the ITN by
DOES and the Project Board.
Once this was decided there were no changes from their side.
So from there, we concentrated on the inputs that were required
to get to the outputs that they had specified. We had a single
point of contact through Donal Burke with this group. So if we
had an issue there was one point of contact where we could
raise the issue and get a decision. This made it a very
interactive, give and take arrangement and that’s largely why it
was such a successful project.

The SPV risks were analysed by

brainstorming within SPV partners and use of consultation with
Project Board. It worked well within the SPV because each
partner had a specialism – for example KMSS with the
simulators. Each partner had to be capable of taking on the risk
that was going to be demanded of them. We would have had an
understanding of what that brief was because the output
specification was what defined the ITN and what was required
over the 25 years. We would also have to satisfy ourselves that
the other partners were, if fact, able to deliver on their risk.
LG

What process was used to manage risk allocation?

IS

This was done through the Project Agreement (PA). The DOES
issued the draft PA to the bidders, who were given an
opportunity to comment on all aspects of the agreement
including risk allocation. The comments were taken on board in
the PA used for the project. The process was managed by the
Project Board, which was very effective in using one point of
contact throughout the process to analyse issues and arrive at a
quick decision.

LG

What issues relating to risk arose key during the procurement

500

Increasing the Efficiency and Effectiveness of PPP in the Irish Construction Industry

APPENDIX 13

phase?
IS

The maintaining of terrorism insurance requirements within the
PA following the events of September 11th 2001 became an
issue. All of the bids were submitted in January 2002 and we
were appointed preferred bidder. In our submission we had
included an insurance premium that had been given to us during
the bidding process. However, the insurers subsequently reevaluated their position as regards terrorism and terrorism
cover became almost impossible to get. This brought us into
heated discussions with Dept of Finance, who said it was our
risk and that we must carry it. This was somewhat unreasonable
as it was an unusual situation.

LG

How were these issues resolved?

IS

We resolved it through negotiation whereby we got cover and
carried some of the extra premium. This imposed significant
cost premium on the SPV however somewhat mitigated through
the negotiations.

Value
LG

If we look at Value from three different perspectives, time, cost
and quality, what were the objectives relating to value?

IS

From a time, cost & quality perspective along with the
constraints contained within the PA, the value objectives were
firstly to bring the facility to the operation stage as early as
commercially feasible but ultimately by the availability date as
dictated by the PA. From a cost perspective, we had to identify
life cycle and capital expenditure costs, creating the best
balance and value to maximise the efficiencies of the financial
model. This had to result in the SPV making a commercially
viable profit. Quality was a huge issue for us, as we were going
to own the building for 25 years. Because we had to rely on a
local contractor rather than providing the construction service
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from within the SPV, the project is more difficult to manage, as
you don’t have full control of the site. Consequently, we had to
work with Pierse on an on-going basis to ensure that the quality
was right as we couldn’t have a situation where the building
would not be ready after the 18 month construction period.
From a quality perspective, we were required to produce a
building of such quality that later savings due to reduced
running costs would justify the initial costs.
LG

How were these objectives arrived at?

IS

These are standard business objectives for a PPP.

LG

Which objectives were identified as critical to project success?

IS

Time and cost were critical. The quality objective would dictate
levels of running costs throughout the life of the project.

LG

In what way were these objectives critical?

IS

Time and cost were critical in order to bring forward the start of
the income stream. The quality objective would dictate levels of
running costs throughout the life of the project.

LG

Which objectives were achieved (and to what extent)?

IS

Procedures for PPP were still in development at the time of
procurement and some delays were experienced, however any
additional costs incurred were contained within the overall
project costs. It’s difficult to judge the precise level of
achievement of cost objectives as the college is less than 2
years in operation. To date life cycle costing appears accurate
and the overall profit targets are being achieved although some
areas such as catering are not yet meeting income levels
envisaged
Early indications are that quality objective will be shown to have
been achieved.

LG

Why were these objectives achieved?

IS

SPV partners were clearly focused on the objectives, having had
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considerable experience in the UK PFI market in addition to a
very proactive approach by the DOES, CIT and the INS.
The NMC was a project that emanated from Tom Touhy and
Donal Burke. Because they had ownership of the project for a
number of years before it got to site they were totally focused
on making it happen. Because of that, if there was a place
where we were high on our price and low elsewhere, there was
give and take. We could go to the client and say “we have a
problem here – but we can help you over there with the problem
that you have”. It was very much a case of using the project to
make everything work rather than using a contract solely to
defend your own position.
LG

How were the value related objectives analysed?

IS

SPV consulted amongst each other and with the Project Board to
analyse objectives.

LG

How was the value management administered?

IS

Internally managed by the SPV.

LG

What issues relating to value arose during the procurement
phase?

IS

There were no major decisions that affected the achievement of
value objectives.

LG

How were these issues resolved?

IS

Internal SPV decisions were made on the basis of consultation
between SPV partners.

Innovation
LG

If we look at innovation as being either cost-saving or productenhancing,

what

were

the

project

objectives

relating

to

innovation?
IS

Given

that

the

shell

of

the

building

was

relatively

unsophisticated, it was difficult to come up with ways in which
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we could be innovative in the structure of the building. However,
we were required to produce a building that would have a low
impact on the environment and to reduce energy costs to the
client. The other cost saving objective would be to use an
innovative approach to achieving savings in lifecycling costs
through the use of high quality materials.
No

particular

examples

of

objectives

relating

to

Product

Enhancing innovation come to mind at present.
LG

What potential innovations were identified?

IS

The architects, BDP, have a great deal of experience in the
design of green buildings, so this building was designed as a
naturally ventilated building. It has very little air-conditioning
except in the boardroom and a small number of the offices. That
brings problems in that certain windows cannot be closed and
there is a certain regime that has to be adhered to in leaving
windows open and closing others so that the natural ventilation
continually occurs.
That is the main innovation that we used on the project.
The other life cycle cost saving objectives are standard to a PPP.

LG

Which objectives were identified as critical to project success?

IS

Both green building and cost saving objectives were critical.

LG

In what way were these objectives critical?

IS

Green building design was a choice made to deliver an
environmentally sustainable building in addition to being cost
efficient. It was a requirement to address this issue in the ITN.
Controlling the life cycle costs was critical as it would dictate the
tender price and the profitability of the project to the SPV.

LG

Which objectives were achieved (and to what extent)?

IS

The building is functioning as a naturally ventilated building and
data is being gathered at present to establish the energy usage
profile of the building. In most cases, the materials and
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equipment used have been the most appropriate to minimising
life cycle costs. Some materials used were in hindsight probably
not the most suitable – but we have learned from that.
LG

Why were these objectives achieved?

IS

The ongoing discussion with the Project Board and the DOES
ensured that the SPV was always aware of the needs of the
users and designed solutions that would meet these needs while
simultaneously addressing the SPV objectives.

LG

What

processes

were

used

to

identify

the

potential

for

innovation on this project?
IS

Clarification

was

sought

from

the

Project

Board

where

necessary. Internal SPV discussions took place in order to bring
suggestions back to the Project Board.
LG

What process was used to manage the use of innovation?

IS

This was done through discussion with the Project Board
through the single point of contact arrangement that had been
established at the beginning of the ITN process. The way in
which the Project Board operated meant that a real partnership
could develop in which any issue could be raised and resolved
without anyone taking up a defensive position. The relationship
continued

to

develop

throughout

the

procurement

and

construction of this project.
LG

What issues relating to innovation arose during the procurement
phase?

IS

No major decisions come to mind at this time.

LG

How were these issues resolved?

IS

N/A

At the end of the interview, Mr. Salley was asked to carry out the
exercise below.
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He allocated the points as shown.

RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

30

Value

15

Innovation

15
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Appendix 14: Interview with Patrick Mitchell
Facilities Manager with Vita Lend Lease on National

Project Role:

Maritime College of Ireland Project
Interview Date: 13 July 2006

The procedures for recording and verifying the accuracy of the
interview were agreed. The interview was recorded using a digital
voice recorder. The interviewer took a number of handwritten notes
during the interview. The following is a transcript of the strategic
conversation that took place.

Risk

LG

What were the objectives relating to risk?

PM

The DOES dictated certain risks were to be transferred through
the project agreement. These were then passed down to the
various private sector partners.

LG

Which risks were identified?

PM

Risks

such

as

Construction,

Planning

Permission,

Availability

and

Investment,

Operation

were

Design,

all

to

be

transferred to SPV. The risk that was of most concern was that
associated with the installation and running of the simulation
equipment. This risk was obviously transferred to the SPV and
was further allocated to the company involved in providing and
maintaining the training simulator. Within the SPV, there was a
direct agreement between the SPV and the provider Klonsberg
Maritime Simulation Systems (KMSS) for managing this risk.
Vita LendLease has agreements with both of these parties
whereby we employ the simulation technician. KMSS reports
directly to the SPV on the running and maintenance of the
equipment. The SPV also has the IT risk for three years.
The

client

retained

risks

involving
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demographic changes.
LG

Which risks were identified as critical to project success?

PM

The first critical risk was the Construction Risk. Once the
handover had been achieved, the Availability Risk became
critical

–

particularly

the

availability

of

the

simulation

equipment.
LG

In what way were these risks critical?

PM

Any delay in construction could delay the opening of the facility
and delay start of the income stream. If the facility, or part of it,
were unavailable, there would be a loss of ongoing income.

LG

What processes were used to analyse risk on the project?

PM

This was analysed at project level by DOES and Project Board at
the start of the project and the outcome became part of the
conditions of the Invitation to Tender (ITN). Within the SPV, the
FM bid, as part of the SPV bid, analysed risks during the
operation stage. The other SPV partners, as part of their bids,
also had to address risk. This was often arrived at by
brainstorming within the SPV followed by consultation and
discussion with the Project Board

LG

What process was used to manage the risk allocation?

PM

The

DOES

allocated

the

risk

as

laid

out

in

the

ITN

documentation. The Project Board managed this. The Project
Board was very effective in using a single point of contact
throughout the process to analyse issues and arrive at a quick
decision.
LG

Which risks generally were successfully transferred?

PM

All of the risks, that were to be transferred, were transferred in
accordance with the ITN documentation.

LG

Why were these transferred successfully?

PM

The SPV worked well internally to ensure that the appropriate
partner within the SPV carried the appropriate transferred risks.
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LG

What issues relating to risk arose during the procurement
phase?

PM

No major issues arose. There may have been minor issues but
they were so small that they made no impact on the project.

LG

How were these issues resolved?

PM

Anything that occurred was resolved through negotiation.

Value
LG

Looking at Value from the perspective of three different aspects,
namely, time, cost and quality – what were the objectives
relating to time that were set for this project?

PM

The project started in February 2003 and was handed over 18
months later on 4th October 2004 and these dates were as
planned. On 11th October, the students arrived.

They could

have been here on the 4th but the college decided to wait until
the 11th.
LG

Had the academic year started at this stage and did they move
from another facility?

PM

The academic year had started in September and they moved at
that point.

LG

How was the date of 4th October determined?

PM

It was written into the Project Agreement and was determined
by the agreed project start date. As PPP was a new thing in
Ireland at the time, the procurement probably took longer than
it should. Otherwise a date before the start of the academic year
would probably have been decided.

LG

Did moving at that point cause any extra difficulty?

PM

We spoke to all of the staff at the time. I explained to everyone
how the building worked and issued keys to everyone. The
Naval staff were quite used to this. We needed to issue keys
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because people needed to be able to open rooms and lock them
when they are finished. The situation is that we have to keep
the classrooms, laboratories and other facilities available. We
need to know who is using a room at any time, if anything is
broken or needs attention and we need to be able to ensure that
the rooms are given back to us in good order. This is particularly
important if the room is being hired out to a third party as it
could

make

a

room

unavailable

the

following

morning.

Thankfully there has been no vandalism that has resulted in
anything like that happening here.
LG

So the agreed handover date was achieved?

PM

Yes, it was. We even had our catering up and running on the
day. It wasn’t quite where we wanted it to be, but we wanted to
send out a signal that we were operational – we were eating in
the canteen, using the offices, the telephones, the PCs and it
was no longer a building site. It was now a building that was in
use.

LG

So in your view, then, were the time objectives achieved?

PM

Yes, they were.

LG

Moving to the cost, what were the main objectives for the
project?

PM

We had to provide the facility at a cost that would generate a
commercially viable profit and we were required to work with
the client to promote 3rd party income.

LG

How were these objectives established?

PM

It’s the standard way that a PPP works. The service level that
you are to provide is laid out in the ITN and your bid defines
how you will achieve the levels required by what you will
provide. This then becomes part of the contract and is tied down
through the payment mechanism. There are two ways in which
we

can

have

deductions

from

our

payment

–

one

is

unavailability, where a class can’t take place because some
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facility is unavailable, and the other is performance where the
service is not being delivered due to a fault. For example, if the
place isn’t cleaned, or the grass isn’t cut or if there are weeds
growing up in the paved areas. Under the contract we cannot
scrimp on these. So our challenge is to deliver the service within
our budget. We are tied to the bid.
When we made the bid, some aspects of maintenance costs
were underestimated, but that was our risk and we have had to
be innovative to find ways of delivering the standard without
losing money. It is essential that we deliver to the agreed
standard because the company’s reputation is on the line and
for that alone, the standards agreed must be met. So they were
standard business objectives as far as we were concerned.
LG

Was there anything specifically requested by the client that
would impact on your costs?

PM

The project agreement was very detailed and allowed for
variations. But we’ve never had a variation during the project.
There haven’t been any extras purchased from us by the client.
It is part of the partnership that we resolve issues together. At
times we have even contributed financially to things that maybe
could have been argued were outside the agreement – but we
did it for the sake of the partnership.

LG

Lets talk briefly about this issue of partnership on this project.
How do you think that the partnership developed the way it did
on this project?

PM

It really developed through the vision of the people that were
there at the beginning like Tom Touhy, Donal Burke and Michael
Delaney. These people were prepared to embrace the idea of
PPP. They had to cope with the fact that it was all new. They
had to look to examples from the UK and get consultants to
draw up the documentation. So they had an input into
developing the whole process and they were outstanding in that
they knew exactly what they wanted. They were a small team
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and they were empowered to make decisions and to negotiate.
This meant that we all worked together to arrive at solutions
and this often doesn’t happen on other projects or in other
cultures where an approach of “it’s your problem!” becomes the
norm.
The partnership attitude from both sides has always been very
positive. In the case of the SPV, one of our team – early in the
project – was not buying into the partnership and this was
causing a problem for the client. When it was raised with Focus,
the individual was moved to another project. Similarly, in the
recent advertisement for the person who will replace Donal
Burke as the Head of the College, one of the criteria for
selection for the post was that the individual could work well
with the Facilities Manager in a PPP. So clearly, both sides value
the partnership relationship of this project.
LG

Why do your think that the CIT/INS team gelled so well?

PM

They informed themselves well and they were a balanced group
– each had his own strengths. From a personality perspective,
they are all very practical.

LG

Do you think that their Naval training that they had was a
factor?

PM

I think that it probably was. Teamwork is ingrained in those with
military training. Seafarers in general and ships officers in
particular are trained to be part of and lead teams. As well as
that, being pragmatic in reaching solutions is particularly
important. If you are on a ship, for example, there is no fire
brigade to call when there is a problem. You must solve the
problem and get on with the other people that are there. You
must work with people who do different jobs, have different
types of education and that come from different backgrounds.
That’s how the attitude was, and still is, here. We all know our
own jobs but we are all in this together and we found that if we
worked with each other it was easier to meet most of everyone’s
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objectives.
LG

In relation to the Quality, what were the objectives that were
set for this project?

PM

There were clear performance objectives defined in the contract
such as the service requirements that I mentioned earlier. We
had to ensure that we met these quality standards.

LG

How was the objectives arrived at?

PM

The performance standards were identified in the ITN and the
client team was very focused on getting the requirements that
they wanted.

LG

How were the value objectives analysed?

PM

We consulted amongst each other and with client team to make
sure that we fully understood the objectives.

LG

What value management processes were used to ensure that
the project delivered value?

PM

Our payment was for specific services and we had to be
innovative in delivering the service. In a general way, this was
initially managed internally by the SPV. During operational
stage, the SPV and the Client Liaison Committee must meet
every 3 months to look at ways of generating income and
reducing costs. On-going value management is an issue that is
discussed at these meetings. Within the SPV we have introduced
a number of measures to reduce our own costs such as selfdelivery of some of the services that were originally to be
outsourced. This meant that we kept the entire margin on a
service, where we would have

lost some of it through

outsourcing.
LG

Which objectives were achieved (and to what extent)?

PM

The DOES time, cost and quality objectives were all achieved.
The time and quality objectives of the SPV were also achieved.
The SPV under-bid a number of the maintenance elements
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which meant that achieving our cost objectives has forced us to
manage the project differently than we had planned.
LG

Why were these objectives achieved?

PM

The Project Team had clearly defined their needs and was
empowered to make decisions locally. They were also able to
give us a clear understanding of their needs. This in turn
resulted in an excellent working relationship, as we fully
understood their objectives.

LG

What issues relating to value arose during the procurement
phase?

PM

There were no obvious major issues.

LG

How were minor issues resolved?

PM

Anything that arose was discussed openly and resolved quickly.

INNOVATION
LG

If we look at Innovation as a combination of Cost Saving and
Product Enhancing,

what were the objectives

relating to

innovation?
PM

The building itself is a low energy building and this was one of
the objectives relating to innovation. This was a cost saving
objective.
There are also objectives relating to 3rd party income and it is a
requirement for both sides to work together to achieve this. This
requires us to explore all potential that could bring in income,
develop a business case and possibly require further investment
by both sides to achieve something totally new.

LG

What potential innovations were identified?

FK

The main innovation that we identified early on was the
potential to make this an energy efficient building. The ECON19
standard (that for open plan office space) was to be used but
was to be adapted for type of building being built. There was an
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innovative solution proposed for the setting of targets in that
the first year and nine months of operation of the building would
be a data collection period. From this data we would agree an
energy usage profile and try to benchmark against similar
facilities. However, there are no similar facilities so we had to
develop an algorithm to predict the use of electrical power
consumption.

In

terms

of

heat,

it

was

a

bit

more

straightforward. We used degree-day data to create a graphic
representation of the energy usage profile. Once we stay within
a + or – 5% bandwidth of this the costs of the energy continues
to be paid by the DOES. If we exceed the bandwidth margin,
without reasonable explanation, then we carry the extra cost. If
we are below the bandwidth, then we share the savings.
This will work to everyone’s advantage as the Minister of
Education & Science gives the college a devolved budget for
utilities, so the college is incentified to save energy, as this
releases more of the budget to be spend elsewhere, if it makes
savings on energy costs.
From the Product Enhancing perspective, we are investing in a
website that will advertise the potential of the facility. We are
exploring a number of other options. One is the provision of a
simulator for the training of crane operators. Another is
Dynamic Positioning - the development of software that would
allow one joystick to control all of the functions of a ship. We
are constantly looking at areas like these.
LG

How were these objectives arrived at?

PM

The low-energy building objective originated in a need to comply
with new EU directives relating to the use of energy in public
buildings. The emissions harmful to the environment coming
from buildings are very high and the EU wants it reduced. This
is now becoming a common issue in PPP/PFI projects across
Europe.
The objective relating to 3rd party income was written into the
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ITN and became a central part of the project agreement.
LG

In your view, which innovation-related issues were identified as
critical to project success?

PM

The achievement of a low energy building was critical. The
achievement of 3rd party income was also critical.

LG

In what way were these issues critical?

PM

The DOES needed to show that low energy usage standards
could be achieved, as it is becoming a feature of PPP
internationally.
The achievement of increased 3rd party income would increase
the attractiveness of PPP as a procurement method.

LG

What processes were used to identify potential for innovation on
the project?

PM

The DOES included the requirements for innovation in the ITN.
Where there was clarification required it was sought from the
DOES during the procurement process. During operation, there
is a liaison committee that meets every 3 months and this is the
forum that manages the project agreement. It is attended by
the

management

of

Focus

Education

(Iain

Salley),

Vita

LendLease (myself and my deputy), Tom Touhy, Donal Burke
and Michael Delaney (Chair). Innovation is on the agenda of this
meeting; in particular the 3rd party income strategy is developed
and actioned.
LG

What process was used to manage the use of innovation?

PM

During Design and Construction there was a single point of
contact on the Project Board that the SPV used to clarify issues
that arose. In operation, the Liaison Committee monitors the
operation of the project agreement, discusses any issues that
arise and puts the necessary solutions in place. For example, at
the recent meeting we found a more workable way of processing
energy bills that was acceptable to all parties. At this meeting,
we also reach agreement on costs and the sharing of profits
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from 3rd party income.
LG

Which objectives were achieved (and to what extent)?

PM

The energy use data has been gathered and the energy profile
will be developed over the next 3 months.
A certain amount of 3rd party income has been generated and
plans are in place for increasing this further

LG

Why were these objectives achieved?

PM

The nature of the project agreement encourages everyone to
get around the table and work together. In relation to 3rd party
income, the payment mechanism is structured so that there is a
cap on the amount of income that would accrue to the college.
Above the agreed figure, the money would be used to reduce
the unitary payment, resulting to a direct saving to the DOES.
Working as a partnership, we are developing the NMCI brand
and are now going to set up a separate company called NMCI
Services to further develop the 3rd party income stream.

LG

What issues relating to innovation arose during the procurement
phase?

PM

There were no major issues that come to mind. I’m sure that
there were minor issues.

LG

How were these issues resolved?

PM

There was nothing that couldn’t be resolved through open
discussion. Anything that arose was addressed quickly and
resolved without delay.

At the end of the interview, Mr. Mitchell was asked to carry out the
exercise below.
He allocated the points as shown.
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RELATIVE IMPORTANCE PARTICIPANT PLACES ON RISK, VALUE
AND INNOVATION

Given 60 points to divide up and use to rate the relevant importance of
risk, value and innovation, how would you allocate the points?

Risk

20

Value

20

Innovation

20
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